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PREFACE 


111 the Preface to the seventh edition of Voli-ime II of this work 
Teference has already been made to the severe handicap imposed on the 
surviving author by the sad and untiiliely death of Mr S. G. Beri. Never- 
theless in the present edition an attempt has been made to bring facts up 
to date and introduce the latest figures as far as possible. Summaries have 
been given in the appendixes of four reports which came to hand too 
late for their recommendations and findings to be commented upon in 
the main body of the text, namely tlie Reports of the Bengal Famine 
Inquiry Commission, the Bhore Committee, .the AgTiciiltural Finance 
:Su!>Committee, and the Co-operative Planning Committee. The first 
and the third of these are of special interest dealing, as they do, ivith 
sa large number of the topics which form, the subject-matter of this, 
'volume. G, B. J. 

Dkanuar 

JO February r(),fy 





NOTE 


As Census of India i^i, Vol. i, Pari 1 , was lUX availaltk' at the 
.time the table on page 44 was compiled, a supplementary table of plaet's 
which have a population of more than 100,000 is given below. These 
additions make the total number of cities in India 5!) instetid of gti 
(see p. 43) : 

New Cities 


City 

Lashkar Gvialior 

I'opulation 

1941 

182,^92 

Population 

^ 93 * 

125,049 

F(*nialf‘s ptu' 
ro(K) males 

' \.i 

834 

V;', variation 

1 il 

Surat 


<iS,g 3 h 

SdS 

t 73 

Jamshedpur 

148,711 

83,738 

;r2 ' 

4 - 78 

Sialkot 

13^.34® 

100,973 

743 

•}• i 8 

jullundur 

135.2S3 

80,030 

()t)0 

1 5 - 

Knlar Gold 'Fields 

i 33 .«S 9 

S 5,>«3 

')()0 

■1 57 

Coimbatore 

130.348 

(i5,i<iS 

q 27 

4 37 

'Irivandrum 

I -’8,395 

<)0,oih 

956 

f 34 

Hyderabad (Sind) 

127,521 

< K >,021 

(Sji 

4 33 

Bikaner 

127,220 

85,9-7 

821 

' 1 48 

Jodhpur 

120,842 

94,736 

844 

, 1 34 

Calicut 

126,352 

<19,273 

974 

' t .'8 

Bhatpara 

117,044 

84.975 

498 

1 3 « 

Koil-Aligarh 

112,655 

83,878 

706 

: 1 - 34 

Ludhiana 

111,639 

68,586 

716 

! !■ 04 

Shahjanpur 

110,163 

83 , 7<>4 

775 

! ■ l‘ 33 

Saharanpur 

108,263 

78,655 

729 

1 1 38 

Gaya ... ... “ ... 

105,223 

88,005 

799 

' 1 19 

Jhansi 

>03,254 

93,112 

856 

In 

Bhavnagar 

102,851 

1 

75,594 

890 

1 36 

i 


Corredions in Table on p. 


City 

Population 

1 

I Population 

! hVinalcs pn 

1941 

1 >931 

1000 males 

Calcutta 




with Howrah 

-’,488,183 

',388,044 


Madras 

777, 48 > 

i 047,230 


Hangalore 

406,760 

306,470 


Indore 

->03,695 

147,100 


JtibhuJpoi'e 

178,339 

124,38.1 

1 

7 i- 
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CHAPTER 1 


INDIAN ECONOMICS: SCOPE AND DEFINITION 

:J . Definition. — huliiiu Economics may be dcscTibed as a study of the 
princij)al ccoiioinic problems in India with an analysis of their pro- 
bable causes and of any measures that have been or might be taken to 
deal with them. An examination of the economic position of the 
country will naturally lead to a criticism or appreciation of public policy 
ill India and to the formulation of schemes for cllecLing improvements 
in the economic condition of the country. The point of view through- 
out will be national, the object aimed at being, first and last, the material 
advancement of the Indian people. Sir John Strachey, presenting his 
Financial Slaiemcut in u^77, repudiated the doctrine that it was the 
duly of the Govcrnmeiu of India to think of Indian interests alone, 
and confessed to ihe sentiment that there was no higher duty in his 
estimation than the duty which he owed to his own country. This is 
really an echo of the old colonial policy which regarded the overseas 
possessions of England as primarily intended to serve English interests. 
We can obviously have nolliing to do with this view of the matter. Nor 
('an wo consent to any sac'rilice for the greater glory of the Empire, of 
which we are a j)art, unless we are convinced that the sacuQce asked for 
is idliinaiely to the national advantage. We must always put our 
country lirst without hesitation and our wider and less immediate 
loyalty to tlu‘ Ein|)irc, second. This has also been the auitude of the 
self-governing colonics who have jmimarily sought to advance their own 
national interests ; and their love for the mother country and the Empire 
Iras always been tempered by their determination to raise tlicmsclvcs 
to the highest possible pitch of material prosperity. And it is a matter 
of common knowledge that in the pursuit of this object they have some- 
times adopted measures— for instance, in connexion with their tariff 
arrangenK'iits— resulting in immediate injury to the nuuher country. 
I'his still remaitis a substantially correct description of the attitude of 
the colonies, in spite of the fact that the experiences of the war of 
and also of the war of i939"45’ have somewhat incx eased the 
willingness on the part of the con.siitucnt members to undergo some 
sacrifice, if necessary, in order to knit the Empire closer together. India 
also desires similar freedom to regulate her economy principally in her 
own interests. 

I’o sum up. then, Indian Economics is a study of the present econo- 
mic position oC India from the Indian national point of view. ^ 

§2. A second possible meaning.— The sense in which, following com- 
mon usage, wc propose to employ the term Indian Economics is perfectly 
i-l 
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natural and otherwise justiriable, and hi justification of one pariituhn 
use o£ a temi it is really not necessary to prove tluit it is incujiable oi 
bearing other meanings as well. As a matter of fact, tlu; lenii Indian 
Economics is capable of yielding at least two other ineaniugs. In tli(‘ 
first place, it may mean the history of Indian (‘conomic; llionght iroin 
the earliest times to the present day. Possibly such a Ihsioiy may make 
rather uninteresting reading if, as is alleged, theie h no com iniious 
development of thought to trace— no movcincni of thought to rt'cord 
and if the ideas held in one century arc more or Ic^ss the ideas held in 
the succeeding centuries, until wc reach quite recent liinovs wIkt. 
we have to reckon with Western influences. It is alsio likt‘|y that smh 
a history will be discontinuous in the sense that it will have* to b(' fre 
quently punctuated by admissions of ignoi'ancc. For, as things stand 
at present,- we know next to nothing about the prevakint conditions ol 
many periods of our past history, though the progress of research may 
succeed, in course of time, in illuminating much that is now eu 
veloped in deep obscurity. These objections, howevea', are by no means 
fatal to the use of the tei'in Indian Economics in the sense of a History 
of Indian Economic Thought (though confusion may 1 k‘ <‘asily avoided 
by making use of the fuller term when this sense is to he conveyed). 

§3. A third interpretation. — Wc have similarly to concc^de titai, so far 
as it is merely a question of language, Indian Economics may also cpiiK' 
legitimately mean a novel system of economic doctrines, clilfcaent as 
they would be from those current in the West, if it were true that Indian 
society and conditions are so fundamentally opposed to Western sociciiy 
and conditions that the usual basic assumptions of Politicral Economy 
are entirely inapplicable in this country. However, as there J^nch 

thing as ‘ an altogether new science of Economics created ' out, of Indian 
materials’, the term Indian Economics will never actually lx* rexjuired 
for this particular use. Indian human nature is esscauially the same as 
human nature in the West, and the fundamental |)resiip])osilion,s on 
which the science of Political Economy is based hold good in India as 
elsewhere. If in the West the motive of self-interest is considered 
sufficiently strong and continuous in operation to ,scrv(^ as a l)asis foi 
the science of Economics, there is no reason why we in India should 
have to assume that people are normally moved by the altruistic' 
and not the economic motive. ^Similarly, with regard to the other 
assumptions, such as that of free competition, mobility of labour and 
capital, etc., although perhaps they cannot be made with the same con- 
fidence with reference to Indian conditions as in the West, tJity are 
nevertheless sufficiently valid to make the general principlas of economics, 
as elaborated by Western thinkers, of great value in understanding tin' 
economic problems of India ; and Western experience in the domain of 
practical economics is full of valuable lessons for India. 

Since human nature everywhere is the same and the science (A' Ec'o- 
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nomics is based upon ceiriaiii universal characLeristics ol human nature, 
there can, indeed, be only one Economics, as there is only one Mathe- 
matics, one Physics, one Chemistry, etc, a student, thcreiore, v;ho is 
acquainted with Western economic theory takes up a book on Indian 
Economics in the hope of discovering an altogether new set of econonne 
theories he will be disappointed. At the most, he will rise from his 
study witii a fuller realization of ‘the unity of the substance of Econo- 
mics under varying forms ' (Marshall) and also with his sense ol the 
relativity of economic doctrines rvliolesonicly strengthened, 

Indian Economics: a separate subject of study. — But the admis- 
sion that there is only one science of Economics docs not preclude 
us Irom holding that a separate study of the economic conditions in 
every country is not only justifiable but indispensable. It is quite clear 
that in the absence oL such a study economic policy is likely to be mis- 
taken, and detrimental to the true interests of the country. This is tvTal 
wc mean when wc say that Indian Economics must be regarded as a 
separate subject for study. We must not, however, make the mistake of 
supposing that the study of economic conditions in India somehow stands 
on an entirely different footing from a similar study in other countries. 

55. Indian Economics not merely an exposition of economic principles 
with Indian illustrations. — It is possible to treat the different prob- 
lems of Indian Economics under the usual headings ol Land, Labour, 
Capital, Production, Distribution, Exchange, etc. Such an order ol 
trcjument, however, should not lead us to imagine that Indian Economics 
is merely an exposition of economic principles with facts of Indian econo- 
mic life thrown in merely by way of illustrating theory. Econo- 
mic theoi’y with Indian illustrations would no doubt be more easily 
assimilated by the Indian student than theory with illustrations drawn 
from unfamiliar conditions- This, however, has no title to be called 
Indian Economics, which is a realistic study wholly concerned with the 
fads and problems of Indian economic life, reference to economic theory 
proper being relevant only in so far as it helps the understanding of these 
lads and problems. 

Such a, separate study with reference to India, we call Indian Eco- 
nomics, as we may well call a similar study of British conditions by the 
name of British l-'lcononiics. Treatises dealing with the different aspects 
of British economic life, such as Banking, Currency, Transport, Agri- 
culture, may be spoken of as belonging to British Economics. 

50. Ranade’s valuable work. — During the greater part of tl^e nine- 
teenth centtuy, Government policy in this country Avras unduly doctrinaire 
and professed to be guided by universal principles of Political Economy 
as exj3oundcd in popular English text-books, forgetting the hypothetical 
character of the laws of Political Economy. Because free trade was good 
for England, it was urged that it must be ^ood for India also. Because 
laissez-faire was on the whole best suited to English conditions, it was 
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argued ihaL it raust be equally beneficial to India, in spite oi the fact 
that in India the spirit oi private enterprise was practically non-existent 
or ven- feebly developed. The appeal by Government to the conclusions 
ot economic theory was sometimes honest and at other times disingenuous. 
And in tire judgement or many thinking people Government jrolicy in 
economic matters did not serve the true interests ol India. It wasi attack- 
ed by politicians, who roundly accused the Government of sacriheing 
Indian national interests to promote imperial or British interests, and 
it xvas also attacked by economists, the foremost among whom was the 
late Mr Justice Ranade. Ranade pressed the attack from the economic 
point of 'view with h:s accustomed erudition and in words unmatched, 
at least by any other Indian writer, in respect of vigour and brilliance, 
fie set himself the task of proving that many of the assumptions', at 
the back of ail dogmatic treatment of the subject of Political Economy 
were inapplicable to India, and that public policy, if it w^as really to 
turiher the economic development of the country, could not afford to 
ignore the many peculiarities exhibited by Indian conditions. In the 
loliowing oft-quoted passage he points out what he considers the im- 
portant distinguishing characteristics alleged to have been disregarded 
by the Gox-ernmeiit. ‘ As these assumptions [Ranade is referring to as- 
sumptions such as enlightened individualism, free competition, mobility 
of labour and capital, etc.] do not absolutely hold good of even the 
most advanced societies, it is obvious that in societies like ours, they 
are chiefly conspicuous by their absence. With us an average individual 
man is, to a large extent, the very antipodes of the economical man. The 
family and the caste are more poxverful than the individual in determin- 
ing his position in life. Self-interest in the shape of the desire of wealth 
is not absent, but it is not the only nor principal motor. The pursuit 
of wealth is not the only ideal aimed at. There is neither the desire 
nor the aptitude for free and unlimited competition except within certain 
predetermined grooves or groups. Custom and state regulation arc far 
more po-werfui than competition, and status more decisive in its influence 
ihan contract. Neither capital nor labour is mobile, and enterprising 
and intelligent enough to shift from place to place. W ages and profits 
are fixed, and not elastic and responsive to change of circumstances. 
Population follows its own law, being cut down by disease and fanhne, 
while production is almost stationary, the bumper harvest of one year 
being needed to provide against the uncertainties of alternate bad 
seasons. In a society so constituted, the tendencies assumed as axiomatic, 
are not only inoperative, but are actually deflected from their proper 
direction. You might as well talk of the tendency of mountains to Ijc 
washed away into the sea, or of the valleys to fill up, or of the sun to 
get cold, as reasons for our practical conduct within a measurable dis- 
tance of time.’i 

^ " See ‘ Indian Political Economy ^ in Ranade, Essays on Indian Economics, second 
-edition, pp. lo-ii. 
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^ 7 . Western economic theory and Indian Economics.— In LUiering his 
energetic protest against the blind imitation in India o£ the econo- 
mic policy found suitable in the entirely different environment of nine- 
teen tlvcentury England, Ranade did a great service to his country. But. 
contemplating his words at this distance of time, it must be admitted 
that he seems to have been partly responsible for giving currency to 
the notion that Western economic theorr w'as utterly useless in inter- 
preting economic phenomena in India and indicating methods of eco- 
nomic progi'ess. So far as Ranade himself was concerned, it may well 
be urged that an overstatement of the case w’^as necessary for purposes of 
practical emphasis and effectiveness. The Government did in those 
days profess an exaggerated respect for classical Political Economy* for 
wdrich they seemed to claim universal authority, and sometimes the only 
way of correcting exaggeration in one direction is overstatement in the 
opposite direction. Ranade wTote at a time when the habit was common 
of appealing with overmuch confidence to the so-called eternal laws of 
Economics to settle practical questions, without adequately realizing the 
necessity of guarding theoretical conclusions by historical and inductive 
study so as to ascertain the extent of their applicability to a particular 
human society. Ranade' s tvork in India bears a close resemblance to 
the parallel achievement in Germany of Friedrich List, who in his 
National System of Political Economy (1842^ protested emphatically 
against the dogmas and the so-called universal truth of classical Political 
Economy. ‘ It w^as particularly against the cosmopolitan principle in 
the modern economical system that he protested, and against the absolute 
doctrine of free trade, wdiich Tvas in harmony with that principle. He 
gave prominence to the national idea, and insisted on the special require- 
ments of each nation according to its circumstances, and especially to the 
degree of its "development/^ In fact, Ranade drew his inspiration 
principally from the writings of List, and in his generation he performed 
for his country the same kind of valuable service that List did for 
Germany. However, he set the fashion in this matter, -which has con- 
tinued much beyond its proper time. There is, for example, much less 
justification for the opinion that is sometimes advanced even today that 
hardly any of the assumptions of Political Economy are applicable to 
Indian conditions and that ‘ the great hedonistic principle requires not 
merely tinkering modifications here and there : it ceases to be service- 
able altogether in India Opinions of this character sometimes lead 
people to suppose that a special study of Indian economic problems 
requires an altogether new economic technique, the Western technique 
being pronounced utterly valueless for this purpose'. 

As a matter of fact, however, in dealing with Indian economic pro- 
blems w^.e have to invoke the aid of Western economic theory at every step. 

^ Artide on F. List in Encydcpcsdia Britannica, eleventh edition. 

" See P. Anstey's paper before the Third Indian Economic Conference at Madras. 



6 


INDIAN ECONOMICS 


Also, as Professor Brij Narain has pointed out in his Ess/iys on Indian 
Economics, since Ranade wTote, both Political Economy and India have 
changed their ciiai'acter. Political Economy has learnt properly to 
emphasize the hypothetical nature of its conclusions and has become 
char}' of claiming universal validity for them.i It has also become 
more liiimaii and practical by modifying its assumptions so as to bring 
them more into accord with actual conditions, and by losing its old-time 
artificial simplicity it has vastly increased in usefulness. Indian condi- 
tions have also undergone a very considerable change during the last 
sixty yeai’s and are tending to approximate more and more rapidly to 
W^estern conditions. 


theory of Economics does not furnish a body of settled conclusions im- 
mediately applicable to policy. It is a method rather than a doctrine, an apparatus 
of the mind, a technique of thinking which helps its possessor to draw correct con- 
clusions.’—], M. Keynes, Cieneral Introduction to the ‘Cambridge Economic Hand- 
books 



CHAPTER II 


INDIA'S PHYSICAL ENVIRONAIENT AND 
NATURAL RESOURCES 

,'1. Natural i?6sourc6s snd tliBir iniportatics. — Xiie important role play- 
ed by natural resources in determining the econoniic life of a nation 
can hardly be exaggerated. Even in the case of England, as Nicholson 
observes, ' in spite of the predominance of her trade and her manufac- 
turcs, natural conditions are of primary importance. The coast-line and 
rivers, the proximity of rich coal and iron fields, the temperate, moist 
climate, and the fertility of the soil are still the foundations of the 
Vv'ealth of the nation And although with the growth of knowledge 
and intelligence the masters' of man over nature may increase, there are 
definite limits to this process and, in the last resort, man must depend 
upon the materials and powers of nature. We shall, therefore, begin 
our inquiry into the economic position of India by a brief description 
of her physical environment.- 

§2. India: area and population. — India proper (after the separation 
of Burma as a result of the Government of India Act of 1935) 
area of 1-62 million square miles and a population of 389 million 
according to the census of 1941. Of this, British territory accounts for 
o-gi million square miles having a population of about 296 million; 
and Indian States and Agencies for 0*71 million square miles having a 
population of about 93 million. The length of the country is about 
2,000 miles from north to south and 2,200 from east to west. India is 
thus a world in herself, being nearly 13 times as large as the British Isles 
and almost equal to the whole of Europe excepting France and Russia. 
She has a very extensive land frontier of about 5,000 miles, and the 
length of her coast line is roughly 4,000 miles. India is therefore rightly 
regarded as a sub-continent. 

§0. Geographical location. — Geographical location, at all times im- 
portant, becomes increasingly so in the later stas-es of economic 
development. India occupies a highly favourable situation as regards 
the rest of the world for purposes of international trade. She stands at 
the very centre of the eastern hemisphere and commands trade routes 
running in all directions. On account of her extensive seaboard the 
sea routes are by far the most important, and if she is provided with 
tire requisite maritime equipment, she bids fair to become one of the 
principal carriers of the world’s trade. 

^ Principles of Political Economy, vol. I, p. 66. 

“ This description is largely based on Bampfylde .Fuller, The Empire of India, 
ch. 1, The Imperial Gazetteer of India, vol. I, and D, E. Wiltington, The Economic 
‘Geography of the Briiish Empire. 
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$4. Deficiency of harbours. — One of India’s handicaps is the defici- 
ency of natural harbours such as would accommodate modern vessels. The 
ports on the x\’ester 2 i coast with the exception of Karachi, Okha, Bombay, 
Marina, s^ao and Cochin are practically^ closed to traffic throughout the 
monsoon period. The east coast is surf-bound and without any natural 
harbours. The harbour of Madras, hoirever, has been greatly improved 
bv an extensive outlay on the construction of sea-walls. The recent 
extension and improvement of the Vizagapatam harbour may be 
mentioned as another edort to overcome the difficulties aridng from the 
absence of indentations on the east coast. Calcutta, although otherwise 
admirably situated, sufters from the bars which tend to form in the 
IIoog:hlv. and Chittagong is in a similar case. It is, therefore, easily 
understandable whv the bulk of India’s foreign trade is confined to four 
ports, iiamelv, Calcutta, Bombay, Madras and Karachi, of which Karachi 
and Bombay are the only natural harbours. The need for a vigorous 
policy calculated to increase the number of suitable harbours and in- 
volving the construction of new harbours as well as the revival of old 
neglected ones in order to cater effectively* for the coastal as well as the 
foreign trade, is dearly indicated in view of the present unsatisfactory 
position. The shipping position also gives cause for much dissatisfaction 
as India has hardly any mercantile marine of her own worthy of her old 
traditions of maritime activity. 

§5. Inland communications. — The principal ports of India are already 
connected with internal trade centres by a network of railways and 
roads.^ The position in regard to internal communications is easier in 
northern India than in the peninsula. Apart from the possession of 
navigable rivers, the great plains of northern India lend themselves to 
easy 'construction of roads and railways, unlike the peninsula, where 
the rugged and mountainous nature of the country presents great 
obstacles which can only be overcome at gi'eat expense. vThe contrast 
respect to river navigation between the peninsula and northern 
India is strikingly in favour of the latter. The whole transport situation 
is discussed at greater length in volume II. 

?6. Attempts to overcome disadvantages of physical location. — 

Referring to the possibility of overcoming the disadvantages of physical 
location, Selismian speaks of a threefold improvement, namely, as regards 
(i) transportation of men and commodities, (ii) transmission of power, 
and fiii) communication of ideas. We have just touched upon the first 
of these topics. The question of transmission of power will receive 
treatment later on in this chapter. As regards communication of ideas 
or intelligence, the post, the telegraph, the telephone and the wireless 
have gone a long wav towards reducing the significance of geographical 
location and have become important adjuncts of modern trade and 
economic activity. Some of these agencies, like the post and the tcle- 

^ For the principal trade centres in India see vol. II, ch. vl. 
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graph, are now sufficiently familiar and widespread in India, and have, 
in conjunction with improvements in transport, transformed in many 
ways the economic life of the country. The isolation of the village is 
largely a thing of the past, as is the isolation of the country as a whole 
from the rest of the w’orld. India is, however, still back^vard in the use 
of wireless tor the spread of commercial intelligence, •while the tele- 
phone has as yet scarcely been pressed into service except in the 
larger towns. 

§7. Three well-marked diYisions of India. — India falls into three well- 
marked divisions : (i) the peninsula of India embracing the countrj^ 

lying south of a line stretching from Karachi to Delhi, and from Delhi 
to Calcutta ; (ii) the Indo-Gangetic plain between the peninsula and 
the Himalayas, forming the most extensive sheet of le\'e] cultivation in 
the world ; and (iii) the Himalayan range overlooking the Gangetic 
plain. 

§8. The peninsula. — This is an elevated plateau separated from the 
Indo-Gangetic plain bv the \hndhya and Satpura ranges, a line of low 
hills and scarps. It is flanked by coast ranges known as the Western and 
Eastern Ghats, of which the ^Vestern Ghats are mucl>the more consider- 
able and form a gigantic and continuous sea-tvall, pierced by no valleys 
of any size and unbroken except for a \ery curious gap two hundred 
miles from its southern extremity. The Eastern Ghats are much less 
formidable and are interi'upted by broad valleys which lead to the drain- 
age of the peninsula into the Bay of Bengal by rivers like the Mahanadi, 
the Godavari, the Kislna and the Cauvery. There is only a narrow strip 
of land between the Western Ghats and the sea on the ocean side of 
the Bombay pi'ovince, a fact which makes penetration inlaaid on this 
side from the sea difficult, and even the monsoon clouds are compelled 
to deposit their moisture on the mountainous barrier, making the inland 
region peculiarly liable to drought and famine. There is, ho'^vever, con- 
siderable space between the Eastern Ghats and the coast. Over the 
lower sea-walls of the Eastern Ghats the monsoon can sweep inland more 
easily, and consequently the eastern parts of the peninsula, enriched by 
its rivers providing much low-lying fertile soil, support a dense popula- 
tion and are comparable in this respect to the plains of the north. 

The surface of the peninsula is generally uneven and rocky with more 
or less forest-clad hill-peaks and ranges, and it affords many contrasts in 
vegetation and scenery. In the east, the low hills look down upon stretches 
of riceland ; to the west, as the land rises— for the peninsula tilts like the 
roof of a house from west to east— and the regions of comparatively 
scanty rainfall are reached, rice gives place to millet and cotto-n grown 
on broad treeless tablelands. 

§9. The Indo-Gangetic plain. — This is entirely composed of rivers and 
silt, and isi traversed by two great river systems tending in two 
directions. The five western rivers which give the Punjab its name 
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Bow down tlie lower reaches of the Indus into the Arabian Sea. Seven 
other large rivers to die east, including the Ganges and the Jumna, 
similarly unite in the Ganges to reach the Bay of Bengal. As they 
approach the sea. their I'^aters are mingled with those of the Brahma- 
putra v'liich fioivs from the east down the valley of Assam. The silt 
borne by the craters of these rivers is gradually enlarging an extensive 
delta at the head o£ the Bay of Bengal, upon ivhich is situated the city 
of Calcutta. 

? 10 . Kimalayan and peninsnlar rivers. — The Himalayan rivers are as 
a rule perennial, as they receive a plentiful supply of water even in 
summer from the melting of the Himalavan snow. Flowing through 
broad basins, they form large tracts of rich alluvial soil on either side. 
It is no wonder, therefore, that their fertile basins have been the seats 
of the ancient Arvan civilization and even today play the role of the 
Tiatural granaries of the country. Some of them, like the Ganges and 
tlie Indus, are navigable and served as great carriers of commerce in the 
pre-raihvay days. They are also the feeders of those important pro- 
ductive irrigation works on which the prosperity of the Punjab, Sind 
and the United Pi’ovinccs so largely rests. The peninsular rivers', on the 
other hand, while they flow in torrents during the monsoon, shrivel up 
into mere puddles during the hot w^eather. Many of them cut their way 
through deep gorges, making navigation impossible. A different and 
more costly system of irrigation works, neces'sitating the construction of 
huge reservoirs in their valleys to store up the rain -water, has had to be 
devised to overcome the periodical deficiency of water from which they 
suiter. 

§11. The Himalayas. — The Indo-Gangetic plain is dominated by the 
Himalayas, some of whose peaks rise to a height of 30,000 feet. The 
Himalayas account for W250 miles out of the total length of over 2,000 
miles of the great mountain ranges which cut off India from the rest of 
Asia, It is the melting of the snow of the Himalayas which contributes 
the necessaiy water-supply to the great rivers that irrigate the plains of 
northern India. At either end of the Himalayas there is an abrupt 
change in the trend of the mountains. They run north and south instead 
of east and -^vest, and form, with the Himalayan chain, a three-sided 
barrier shutting in the plain of India from Afghanistan, Baluchistan and 
Burma. Apart from their political significance as an impregnable 
barrier, the Himalayas exercise a dominating influence on economic 
conditions by theii' effect on rain, winds, heat, cold, moisture and vege- 
tation. 

,^12. Physical and climatic contrasts. — ^The physical and climatic con- 
trasts between one part and another are very great in India. ' In the 
north rise magnificent mountain altitudes bound by snowfield and glacier 
in eternal solitude. At their feet lie smooth wide spaces of depressed 
river basins either sandy, dry and sun-scorched, or cultivated and water- 
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logged under a steamy moisture-laden atmosphere. lo the south 
spreads a great central plateau, where indigenous forest still hides the 
scattered clans of aboriginal tribes ; flanked on the west bv the broken 
crags and castellated outlines of the ridges overlooking the Indian 
O'cean, and on the south by gentle, smooth, rounded slopes of green 
uplands.’! ‘ To one, for instance, who has gained his knowledge of 
India in lower Bengal, India is a country of almost constant heat and 
'damp, luxuriant vegetation, rivers, tanks, rice fields, and coconuts, tvith 
few cities, and densely inhabited by a mild and timid population.* 
Transfer the scene to Agra or Lahore, and ‘ instead of one of the 
dampest and greenest countries of the earth we End in the early summer 
one of the brownest and most arid— a country scorched with winds like 
the blast of a furnace, with a dold and bracing winter climate ; instead 
of the tropical vegetation of Bengal we find thousands of square miles 
covered with wheat and barley and the products of the temperate zone.*- 
It is a country tvith famous cities and splendid monuments containing 
a strong and virile population. 

Meteorologically, India presents a greater \'ariety of conditions than 
probably any other part of the world, combining tropical and temperate 
region conditions in a most remarkable manner. ' It is influenced from 
outside by two adjoining areas. On the north, the Himalayan range 
and the plateau of Afghanistan shut it off from the climate of central 
Asia, and give it a continental climate, the characteristics of which ai'e 
the prevalence of land winds, great dryness of the air, large diurnal 
range of temperature, and little or no precipitation. On the south, the 
ocean gives it an oceanic climate, the chief features of which are great 
uniformity of temperature, small diurnal range of temperature, great 
dampness of the air, and more or less frequent rain. ... In the cold 
season the mean temperature averages about thirty degrees lower in 
the Punjab than in southern India. In the Punjab, the United Pro- 
vinces and northern India generally the climate resembles that of the 
Riviera with, a brilliant cloudless sky and cool di-y weather ; , . . . In 
south India it is warmer on the w^est coast than on the east, and the 
maximum temperature is found round the head-waters of the Kistna. 
Calcutta, Bombay and Madras all possess the equable climate that is 
induced by the proximity to the sea, but Calcutta enjoys a cold season 
tvrhich is not to be found in the other presidency towns, wdiile the hot 
season is more unendurable there.'-" 

^IS. Seasons in India. — The hot season begins officially in the Punjab 
on 15 March and from that date there is a steady rise in the temperature, 
induced by the fiery rays of the sun upon the baking earth, until the 
break of the rains in June. During this season the interior of the 

' Imperial Gaszetteer, vol. I, p i. 

- Sir J. Strachey, India, Its Administration and Progress, fourth edition, pp. 3-4. 

’ Imperial Gazetteer, vol. I. 
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peninsula, and northern India is greatly heated ; and the contrast ol 
temperature is not benveen northern and southern India, but between the 
interior ol India and the coast districts and the adjacent areas. The 
greater part oI the Deccan and the Central Provinces are included within 
the hottest carea, though in May the highest temperatures are louiid in 
upper Sind, north-west Rajputana, and south-west Punjab. At Jacobabad. 
the thcrmomeicr sometimes rises to 125° in the shade. Wdicre the seasons 
are clearlv dehred in India thev are three in number : (i) a cool dry season 
(winter), -^ehen noriherh trade winds prevail and when there is little 
or no rainfall except in the noriheni provinces where moderate cyclonic 
storms occasi3nai]y occur : {ii\ a wet season, sultry and oppressive with 
the inflowing souLh-''\*est monsoon of summer ; and (iii) a hot dry 
season before the beginning or the rains, wdrich usually conic suddenly 
with hcavv thunderstorms. 

? 14 . Rainfall. — The normal animal rainfall varies from something like 
460 inches at Chenapunii in the Assam hills to less than three inches in 
upper Sind. Climatically the Indian peninsula is part of the great 
monsoon area of Asia, and exhibits the inonsoonal control in a more 
perfect form than any other part of this area. The term monsoon 
technically applies to the reversal of winds which takes place through- 
out the monsoon area and wdiicli divides the climatic year into two dis- 
tinct periods, that of the south-west monsoon, and that of the north-easi 
monsoon. The south-west monsoon is really an extension of the south- 
east trade wands w^hich cross the equator and arc then deflected 
to the right, becoming south-west winds. By July the system is fully 
established over India, the wands being generally south-west over the 
Deccan, south over the Ganges delta, and south-east up the Ganges- 
valley. The Indus basin is the last area reached by these winds, and 
the first from which they retreat, so that here the yearly rainfall is very 
Iowa It is heaviest on the Western Ghats and the Himalayas, where it 
is accentuated by the relief of the land. In September the force ol 
the monsoon begins rapidly to decline, and after about the middle 
of the month it ceases to carry rain to the greater part of north-western 
India. In its rear springs up a gentle, steady north-east wind, which 
gi'adually extends over the Bay of Bengal and is known as the north-east 
monsoon. The rainfall of India has a definite periodicity due to this 
monsoonal control, and for this reason the climatic year may be divided 
as follow^s:— (a) Season of the south-west monsoon : (i) middle of June 
to the middle of September— season of general rains ; (ii) middle of 
September to the middle of December— season of retreating monsoon. 
(b) Season of north-east monsoon: (i) January and February— cold 
weather season ; (ii / March to middle of June— hot weather season. One 
set of a'ops is sowm in June and reaped in autumn, namely rice, cotton, 
bajra. etc. This is called the kharif crop. The second set of crops is 
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sown when the monsoon ends, that is about the middle of September, 
namely wheat, barley, linseed, etc., and is reaped between January and 
March. This is called the rabi crop. 

gl5. Vital importance of rainfaii. — This is only a general description 
of the climate and agr: cultural regime throughout India, subject to 
cpialihcations when applied to any particular part of the country ; but 
it serves to bring out the importance to the country as a whole of the 
seasonal rainfall, fluctuations in which as regards quantity, distributicir 
and timeliness bring misery or prosperity to millions of tire people.^ 
Perhaps in no other region of the world does the rainfall enter so much 
into every aspect of life as in India. Life here is primarily based on 
agriculture, which is dependent lor its very existence on the rainfall, in 
its turn almost wholly dependent on the south-west monsoon, which 
accounts for nearly go per cent of the total rainfall. The south-trest 
monsoon is from this point of view far more important than the north-east 
monsoon and may be described as the pivot upon which the whole of 
Indian life swings. 

The peculiarity about the Indian rainfall is its marked discontinuity. 
In England, for instance, rain may be expected at any time of the year. 
In India it' is confined to certain definite seasons. Much of the rain 
is also received in heavy falls and runs off the soil without soaking into 
it. This causes a shortage of soil moisture, soil erosion and water- 
logging. 

The lack of uniiormiiy from place to place as regards the amount 
of annual precipitation has been made the basis of the following classL 
ifeation : (i) areas of almost unfailing rainfall, including Assam, eastern 
and lower Bengal, and the coast strip bet^veen the Western Ghats and 
the Arabian Sea, from the extreme south of the peninsula to the southern 
boundary of Surat district ; (ii) areas of precarious rainfall varying from 
ten to thirty inches, for instance, Udaipur, Ajmer and Bombay Deccan 
excluding the Western Ghats ; (iii) areas of drought where cultivation 
tvithout irrigation is exceedingly precarious and in some cases im- 
possible, such as upper Sind, western Rajputana, western Punjab, etc. 

§10. Climate. — ft is impossible to make any general statement about 
the climate of India because, as Ave have seen, within its boundaries 
almost any extreme of climate that is known to the tropics or the tem- 
perate zone i^ay be found. On the whole, hoAvever, the Indian climate 
may be described as semi-tropical ; its effect on the human frame is 
depressing in contrast with the bracing effect of the climate of the 
temperate zones, and leads to a relatively lotv tone of health and physique. ' 
A more favourable climate is at least* one of the causes of the superior 

‘ For several months in every year, India is on trial for her life, and she sel- 
dom escapes without a penalty.’ — Quoted by L. C. Knowles, The Economic 
Dt'eelopynent of the Biitish Overseas Empire, p, 27S. 
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efliciency oi European as compared with Indian labour. The infiaence 
ol climate in this connexion, altlicugh it must not be exaggerated, must 
none the less be recognized. 

.T7. Tropical climate in relation to economic -progress. — it is com 
moniy urged that in the tropics nature yields the means, ol livelihooci 
Vv-ith coinpra*ati\ eiy littD eiEort on the part of man (whose needs, more- 
over, are much more modest in the tropics than in the temperate 
regions^ and makes iihn disinclined to constant struggle and lore- 
thought and to die vigorous employment of all his faculties. In the 
temperate regions, on the other hand, a more niggardly nature yield'- 
nothing except in response to hard labour. ^VMrk being a universal 
necessity, labour becomes dignified, \rell-paid, intelligent and independ 
ent. As the ^vinier is cold and stormy, it necessitates forethought in the 
preparation of clothing, food and shelter during the summer. Carefull) 
planned, steady, hard tvork is the price of living in these zones, and lhi^.■ 
encourages the developnment of a high type of civilization. 

Professor Carr-Saunders, however, has recently combated the view 
that idien nature yields her gifts too easily economic progress and 
civilization lag behind. He holds on the contrary that ' it is in those 
regions ^.vhere there is the greatest abundance in quality and quantity 
of useful objects that there will be the greatest chance of their useful- 
ness being observed and that there wdll be derived the highest 
return per head from any improvements in skill. The greater the 
fertility, therefore, the gi'eater the incentive to skill.’i However that 
may be, neither the tropical climate nor the fertility of India Jiavc 
prevented the rise of a glorious civilization in the past. For the back- 
wardness of the Indian people and the spirit of apathy and lisilessncss 
■ivdiich characterize them today tve must seek other causes than the 
climate of the country or the excessh-e bountifulness of nature. 

§18. Forests. — Among the most valuable natural resources ol India 
must be reckoned hei* magnificent forests. The character c;f the 
forests in the country is largely governed by rainfall and elevation. 
W here the rainfall is heavy, evergreen forests of palm, ferns, bamboos, 
india-rubber nees, etc. ai'e found. Under a less copious rainfall decidu- 
ous forests appear, containing teak, sal, and a great variety of other 
valuable trees. Under a still smaller rainfall the vegetation becomes 
sparse, containing acacias, tamarind, etc. In the Himalayas, sub-tropical 
■to arctic conditions are found, and the forests contain, according 
to elevation, pines, firs, deodars, oaks, chestnuts, magnolias, bamboos, 
etc. It has been the -experience of all countries that the natural pro- 
cesses of grow’th and reproduction by which forests are kept alive are 
incapable of keeping pace wuth mail’s destructiveness, and the State has 
generally found it necessary to take special measures in the ultimate 
interests of the country to preserve its forests from reckless destruction. 

' A. M. Carr-Saunders, The Population Problem, p. 422. 
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Although the question whether forests are required to be maintained 
in a particular country and if so, to what extent, depends on certa:n 
special conditions, such as the position of the country, its com- 
munications, the possibilities of using land otherwise than ror grow- 
ing forests, the density of population, the amount of capital available 
for investment- etc., there is nevertheless a consensus of opinion that 
the forests of India are a \-aluable national asset, and their proper 
conservation constitutes one of the most important economic functions 
of the Indian Government. 

§19. Utility of forests. — In the economv of man and of nature, forests 
are of direct and indirect value. Among the indirect uses of forests are 
the following ; (i) forests render the climate more equable, increase 

the relative humidity of the air, reduce evaporation and tend to increase 
the precipitation of moisture ; (ii) they help to regulate the water supply, 
pi"oduce a more sustained feeding of springs, tend to reduce \iolent 
iioods, and render the flow’ of water in rivers more continuous ; (i:i) they 
prevent erosion and increase the fertility of the soil, as they help to form 
rich vegetable mould even from mineral soils ; (iv) they reduce the velo- 
city of air cuiTents, protect adjoining fields against cold or dry winds, and 
afford shelter to cattle, game, and useful birds ; (v) under certain condi- 
tions they may improve the healthiness of a country and render assistance 
in its defence ; (vi) they ina~ease the beauty of the country and produce 
a healthy aesthetic influence upon the people. 

The direct utility pf forests is chiefly due to their produce, such 
as timber and firewood, and the raw materials they supply to various 
industries. Another important use, especially in India, is the grazing 
for cattle which they provide. This is, however, liable to interfere 
seriously ivith the preser\^ation of the forests. To meet both require- 
ments, the method adopted in India is to close entirely to grazing part 
of the forest area, to close another part only against the gi'azing of cer- 
tain animals, including goats, sheep and camels, and to lea\'e a large area 
open to the grazing of all kinds of 'cattle. The areas closed in ordinary 
years constitute reserves of fodder for years of scarcity and famine, when 
they are either opened to grazing or grass is cut in them and sent to dis- 
tricts where it is badly wanted. The complaint, however, is often heard 
that the Indian forest administration is less sympathetic to the needs of 
the agricultural population than it might be consistently with a proper 
discharge of the duty of forest conservation and development. A closer 
co-ordination between the Forest Department and those departments like 
the Agricultural and Co-operative, W’hich concern themselves directly 
with the question of promoting the welfare of the agriculturist, is desir- 
able in order to reconcile the two conflicting points of view. Although 
the principal function of forestry is the preseivat^on and de\elopment 
of forests, we must never forget that it has also an important vocation 
as the handmaici of agriculture. For forests can supply many of the 
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needs of the peasant, such as lirewood to replace manure used as fuel, 
small timber for houses and wood for inipienieiits, as ^\ell as glazing 
and fodder for the cattle— cone :ssions to which the Indian ianner has 
De^n accustomed for long centuries, and the sudden 'curtailment ol 
which is resented bv him as ai'bitrary and unduly harsh. 

The i'ollowhig are some of the recommendations made by the 
Agi'icultural Commission with a view to increasing the utility of forests 
to the agriculturist while enabling him to take an enlightened view 
of Io^e^5t administration (i) Appointment in each province oi a loresi 
utilization officer^ whose main function should be to develop iorcst 
industries— a matter of great importance to agriculiiirisis, especially to 
those who live in the neighbourhood of forests, (ii) A reclassification of 
forest ai'eas into a niajor dnision in charge of commercial forests and 
those necessaiw on physical and climatic grounds ; and a minor division 
in charge of minor forests, fuel plantations, village woodlands and waste 
lands; and the transfer of more or less wooded areas now under the 
control of the Forest Department to village management through popular- 
iv elected committees or panchayats on the hues adopted bv the Madras 
Government, (iii) Institution of short courses at the agricultural colleges 
for all newly recruited forest officers to foster a closer touch bet'^veen the 
Agricultural ar^l Fcrc^^ Dcnartnieiils.^ 

' 120 , Forest conserMoicu.— The process oi reckless clestuiction of for- 
ests had gone on for cenitirics in India even before the advent of British 
rule. In the early years of the British rule this destruction became 
intensified owing to various factors, such as increase of population, 
multiplication of herds of cattle, extension of cultivation and the demand 
for timber and firewood on the part of railways. The Government 
eventually became alive to the necessity of putting a stop to this in occss 
of reckless deforestation, and the first organized steps to protect die 
forests were taken during I^ord Dalhousie’s regime, about the year 1855. 
At that time Conservators of Forests existed in Bombay. Madras and 
Burma. Soon afterwards other appointments followed, and in 186.] an 
organized State department under an Inspector-General of Forests was 
established. Since then the Indian Forest Department has grown and 
now controls about oiie-e^'ghth of the total area of British India. In 
1894, the Government of India issued an important circular which 
forms tlie basis of Government policy with regard to forests. It 
classified forests under four heads: forests the preservation of whicli 
is essential on climatic or physical grounds : forests wliich afford a supply 
of valuable timbers for commercial purposes ; minor forests which include 
tracts which, though true forests, produce only the inferior sorts of 
timber or smaller growths of the better sorts : and pastures and grazing 
ground proper, wdiich are usually forests only in name.- 

Ai^riadiurtil Commission Report (1928), pars. 

' ibitl., par. 215. 
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Area under forest in India. — ^Of the whole area of the provinces, a 
total of 910,507 square miles, the forest area accounted for 94.457 square 
miles in 1938-9 or 11 per cent.^ Of the forest area, 71.332 square miles 
xvere Reserved Forests, 6,532 square miles Protected Forests, and 16,593 
square miles Unclassed State Forests.- Forests are classified as Reserved, 
Protected and Unclassed State Forests in descending order as regards 
the control exercised by the Government in respect of rights of user. 
The relative importance of the forest areas in different provinces in 
1938-9 can be seen from the following table, which clearly brings out 
the fact tliat Assam is the leading major province in this respect, follow- 
ed by the Central Provinces and Berar, Bombay, Madtas and Bengal at 
considerable distance. 


I Proportion of | I Proportion of 

Province ! forest to whole; Province ! forest to whole 

I area of province! jarea of province 


Madras 


13*3 

[Assam 

38-0 

Bombay 


14*1 

j N.-W. F. Province 

2-1 

Bengal 


9*3 

• British Baluchistan 

1*7 

United Provinces 


5'S 

• Ajmer-Merw'ara 

3*1 

Punjab 


5*4 

.Coorg 

32*7 

Bihar 


2*8 

j Sind 

2-4 

Orissa 


6-5 

: .Andamans and Nicobars. 

S7-0 

C.P. and Berar 


19*7 

! 



The great forest lands of India are located for the most part in the 
hills, but there are forests and woods in the plains interspersed with 
cultivation. As the above table shows, the interprovincial distribution 
of the forest area is markedly irregular. Moreover, much of the area 
consists of waste ground, often entirely devoid of trees. These tw^o 
features increase the difficulties of supplying all the needs of the agri- 
cultural community. 

§ 22 . The object of forest administration. — The object of forest ad- 
ininistraLion is to eliminate the danger of overworking the forests and 
at the same time to improve their yielding capacity, and on the whole 
the Government have succeeded remarkably well in fulfilling both these 
objects. For the first fifty years of the existence of the Forest Department 
in India, the potential value of research into forest economics was not 
recognized, and no special steps were taken by the Government for the 
promotion of research. A Forest Research Institute was, however, 
established in 1906 at Debra Dun and has been recently enlarged con- 


^ The separation of Burma from British India has greatly reduced the area under 
forests in India, the proportion of the forest to the whole area of British India having 
declined from about 24 per cent before separation to a little over n per cent now. 

- Unclassed State Forests or ‘ Public Forest Lands ’ include in many provinces 
all unoccupied waste, often entirely treeless, land. So the above statistics do not 
necessarily represent the wooded area. 
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siderablv in accordance widi the recommendations o£ the Indian 
Industrial Commission of i9tS. It is non* etjuipped to deal with 
aspect of forest research. As a result of this, many valuable investiga- 
tions have been undertaken and steady progress is being registered in 
scientific and practical knowledge which has gone a long tvay towards 
T pro vi ng the productivity of the foiests of India and ensuiing fullei 
and better utilization of their products.^ The average out-turn of timber 
and fuel from the forests in 1938-9 was 284,918,675 cubic feet, the value 
of minor produce Rs. 1,22,83,418. The gi-oss revenue from the forests 
was Rs. 3-00 o'ores and the expenditure Rs. 2-32 crores in 1938-9. The 
senaration of Burma has resulted in a considerable drop in the revenue 
dei'ived from forests. 

523. Indian forests as suppliers of raw materials.-*- The Indian forests 
also play an important role as suppliers o£ the necessary raw materials 
for various industries and as providers of employment for large numbers 
of people. There is, for example, a considerable jungle population 
deriving sustenance directly from the products of the forests. Again, 
there are large numbers of woodcutters, sawyers, carters, carriers, 
raftsmen, etc., working in and near the forests. Lastly, there arc those 
engaged in working up the raw products of the forests, for instance, 
carpenters, wheehvTights, boat-builders, rope-makers, tanners, lac manu- 
facturers, etc. 

§24. Major and minor forest produce. — Forest produce is divided into 
two main heads : (i) major produce, i.e. timber and firewood ; and 
(ii) minor produce, '^vhich comprises all other products such as lac, 
tanning materials, essential oils, turpentine and resin. The minor 
products from Indian forests are increasing in importance and many of 
them have already established themselves in the markets of the ^vorld. 
One of the important results of research has been to prove that bamboos 
can be utilized for the manufacture of paper pulp, in addition to grasses 
like sabai and hhabar which have already been in use, for example, in 
the Calcutta paper mills. With our extensive forest areas of bamboo 
and savanna we may hope ultimately to produce all the paper we require'. 
Having regard to these possibilities the Government have gi'anled pro- 
tection to the Indian bamboo paper pulp industry as recommended by 
the Tariff Board. As already noted above, the Agricultural Commission 
recommend the appointment in every province of a forest utilization 
officer in order that the development of forest industries may be made 
his definite and special responsibility.- 

§25. Potentialities of Indian forests. — During the tvar of 1914-18 India 
had to depend on her own resources for supplying the needs of the 
British armies engaged in Mesopotamia, etc., and the special effort put 

' For more details regarding the activities of the Forest Research Institute see 
India in 1952-33, pp. S7-S, and Indian Year Book (1940-1), pp. 686-7. 

" Agricultural Commission Report ^ par. 224, 
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forth for fulfilling this function on an adequate scale brought out, in a 
striking manner, the great latent possibilities of Indian forests, and may 
be said to have opened a new era in forest exploitation. The stimulus 
to exploitation ivas even greater during the second world war.- 
^' 26 . Geological composition* — The geological survev of a country in- 
cludes the consideration of its surface soil and sub-soil. "We shall 
first deal with the surface soil of India, indicating the broader differ- 
ences characterizing the chief kinds obtained from the tliree principal 
geological formations, (i) The alluvial tracts are the most extensive 
and agriculturally the most important. They occupy the greater portion 
of Sind, Gujarat, Rajputana, the Punjab, the United Provinces, Bengal ; 
and the Godavari, Kistna and Tanjor-e districts of Madras. An alluvial 
strip of varying width extends along the eastern and western coasts of 
the peninsula, widening at the deltas of the great rivers of peninsular 
India in many places. With moderate and well-distributed rainfall the 
alluvial soils, especially those of the Indo-Gangetic plains, wTich are 
for the most part porous in texture, easily ploughed and naturally 
endowed with a sufficiency of chemical and organic ingi'edients. are 
capable of growing most of the kharif and rabi arops. (ii) The Deccan 
nap formation covers the greater part of the Bombay province, the 
whole of Berar, the western third of the Central Provinces and the 
■^vestern part of Hyderabad (Deccan). The soils throughout this area 
vary gi'eatly in character and fertility. True black cotton soil occurs 
within the area of the Deccan trap in undulating or sloping situations, 
below the general level of the footdiills. It varies in depth according 
to position and, where very deep, has been accumulated by alluvial de- 
posits, and owing to its dense consistency in places like the valleys of 
the Tapti, Narmada, etc-, becomes unworkable during heavy rain and 
is better adapted for rabi a'ops of wheat, linseed and gram. The black 
cotton soil of the Deccan trap area, wTich grows cotton and jowar as 
staple a'ops in the kharif season, is as a rule only three or four feet 
deep and is mixed with limestone and small fragments of disintegrated 
trap. The sub-soil contains a good deal of lime and being shaly allow^s 
free drainage to the trap rock below, fiii) The remaining soils belong 
to what is knowm as tire crystalline tract, comprising almost the whole 
of Madras, Mysore, the south-east portion of Bombay, the eastern half 
of Hyderabad and two-thirds of the Central Provinces. Though on the 
whole deficient in chemical constituents and producing the poorest crops, 
certain varieties, for instance, the red or the red-brown loams and clay 
loams in Mysore and Madi'as, are very fertile. Soils of medium fertility 
arc also found in considerable variety, and those of fair or good depth 

^ Compare (i) Encyclopcedia Britannica, article on Forests and Forestry; (ii) 
Indian Year Book (1944-5), p. 687 ; (id) Industrial Commission Report, pars. 61-S ; 
and (iv) Work of the Forest Department in India, edited by R. S. Troup, pp. 5 "^ 
Bulletins issued by the Forest Research Institute, Dehra Dun. 
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can be irrigated with advantage and made to yield rice as the chief crop, 
where canal irrigation is available, and other valuable crops with the 
help of tank and well irrigation. The reddish-brown or yellow-rcd soils 
of this formation found in Belgaum, Dharwar, etc. are specially suitable 
for the growth of fruit trees, particularly mangoes. 

S' 27 . Mineral production. — In the opinion of the Industrial Commis- 
sion (1918) tiie mineral deposits of India are sufficient to maintain most 
of the ‘ key ' industries except those tiiat require vanadium, nickel and 
possibly molybdenum. The belief was, however, current for a long time 
that these deposits rvere as a rule too poor to be worked profitably on 
the modem scale. Up to the early eighties, practically nothing had been 
done in the experimental development of Indian minerals and there- 
fore it was not possible to form any reliable judgement regarding the 
mineral potentialities of India. Subsequent investigations, however, 
have led to the discovei^ and opening up of many kinds of mineral 
deposits, and we can now assert wdth some confidence that, although 
India’s mineral resources cannot be spoken of as unlimited or unparallel- 
ed, they are by no means negligible and can supply the basis for the 
development of a number of metallurgical industries in the country. 
M^ith the expansion of the modern transport system, tlie development 
of banking, and the growing industrialization of the country they are 
being more and more fully developed. The wars of 1914.-18 and 1939-45 
have given a great stimulus to the exploitation of the mineral wealth 
of India.^ 


1914 


1938 


Name of mineral 

Quantity 

\"alue (Rs.) 

Quantity 

Coal (tons) 

1 

16,464,263 

5,86,10,695 

28,342,906 

Salt 

1,348,225 

72,49,347 

1,539,663 

Gold (oz.) 

607,388 

3,50,75,330 

321,138 

Petroleum (gallons) 

259)342,710 

2,41,05,892 

87,082,371 

148,824- 

Saltpetre (cwt.) 

316,211 

42,01,476 

Chromite (tons) 

5,888 

39,160 

44,149 

Copper ore „ 

5,324 

1,09,410 

288,127 

Diamonds (carats) 

55 

11,867 

1,729 

Iron ore (tons) 

441,574 

5,44,740 

2,743,675 

Ivlagnesite ,, 

1,680 

8,353 

25,611 

Manganese ore (tons) 

682,898 

1,31,58,965 

967,929 

Mica (cwt.) ... 

40,506 

13,21,351 

123,169 

Monazite (tons) 

1,186 

6,21,165 

5,221 

Rubies (carats) 

304,872 

6,46,988 

4,892" 

Silver (oz.) 

Wolfram (Tungsten ore) 

236,446 

4,03,460 

22,295 

(tons) 

2,326 

1 26,78,152 

! 1 

10 


Value (Rs.) 


10,64,23,835 

95.^8,383 

3 > 04 . 75>397 

1)65,43,142 

11,68,446 

6,82,502 

32,40,741 

68,813 

48,56,974 

■ I >60,593 
3,92,94,762 
42,04,633 
2 , 33 » 70 o 

iSf> 

29,877 


9,600 


See Indian Finance (Eastern Group Number, Dec. 1940), article on India’s 
Mineral Industry by ‘ Geo pp. 122-3. 

Export figures (nearly the whole of the output). 

^ Figures for sapphires only. 
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1 he above tabled gives an idea regarding the quantity and \ alue 
of the chief minerals produced in India, including Indian States and 
Burma in 1Q14 and excluding Burma in 1938 (figures after 1938 not 
yet available). 

The total value of minerals for the years 1932 and 1938 was 
Rs. 20*76 crores and 34*14 a'ores respectively. The increase in value 
may be regarded as an index of the partial economic recovery of the 
country from the acute trade depression of 1929-33. 

We shall now proceed to take a brief survey of some of the most 
important minerals exploited on a commercial basis in India.- 

Coal. — Coal is India’s most important mineral, and by all 
criteria an important key industry. The coal industry in India ovres 
its origin to the constiaiction of railways in the country, which at once 
created a large demand and also led to the opening up of India's coal- 
fields during the second half of the last century. The search by the 
East Indian Railway Company for a cheaper and more accessible supply 
than the imported British coal led to the development of the Indian 
coal industry by a number of joint-stock companie^ mostly European- 
owned and managed, formed for the purpose. Between 1884 1901 

, the production of coal rose from 1-3 to 6*6 million tons.^ In addition 
to obtaining a practical monopoly in Bengal, Indian coal found its 
way into certain easteim markets such as Colombo, British Malaya 
and the East Indies. With the increase in internal consumption the 
production advanced to an annual average of 14*7 million tons in the 
five years preceding the war of 1914-18. During the same period, the 
average imports (mostly of British coal) amounted to 455,000 tons and 
average exports to 825,000 tons. "With the exception of the United 
Kingdom, India produces more coal than any other part of the British 
Empire. Most of the coal raised in India comes from Bengal, Bihar, 
and Orissa (the Gondwana coal-fields). Outside these provinces the 
most important mines are at Singareni and Sasti in Hyderabad State, in 
the Central Provinces, Assam, the Punjab and Baluchistan. Rajputana, 
Bikaner and Central India also contribute a small amount to the total 
coal supplies of India. Indian coal is thus very unevenly distributed, 
the deficiency being especially marked in the case of the peninsula. The 
absence of coal supplies in Madras, coupled ^vith the high cost of rail- 


CompHed from Statisrical Ahi^tracts for British India for 1914-15 and 1938-9, 
Table No. 197. 

" “ The following main sources have been consulted in preparing the sections on 

minerals ; — Cotton, Handbook of Commercial Information for India ; J- C. Brown, 
India's Mineral Wealth ; Report of the Geological Survey of India (1939) ; Annual 
Report of the Chief Inspector of Mines in India (193S) ; Statistical Abstract for British 
India (1937-S) ; Indian Year Book (1941-2), pp, 740-4, Capital (Indian Industries Trade 
and Transport Supplement), Dec. 1940, and Indian Finance (Eastern Group Number 
and Year Book, 1940), Dec. 1940. 

® Vera Anstey, The Trade of the Indian Ocean^ pp. 197-8. 
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tvay transporu acts as a great handicap to the successful exploitation of 
the iron ores of the province. Even in Bottibay a similar difficulty arising 
from a lack of local supplies of coal has had to be overcome partially 
by the use of hydro-electric power and the import of South African coal. 
Another defect is that Indian coal is generally poorer in quality than 
foreign coal. Only the Bengal coal can compare trith foreign coal as 
regards the production of good metallurgical coke. 

The war (1914-iS) and early post-tvar years, especially the period 
1917-21. witnessed a remarkable expansion of the industry. The cutting- 
off of British .supplies consequent on shortage of shipping, the rise in 
coal prices, the demand for coal from the Government up to April 1920 
and the increase in internal consumption during the post-rvar industrial 
boom period were some of the factors that stimulated the grmvth of the 
industry, the only limiting factors being the shortage of rvagons for 
carrying coal and supply of labour for mining it.’ In the post-war boom 
period new collieries -svere freely opened and sevanl of the large col- 
lieries were opened by the Government to make tire railways independ- 
ent of the market. In the meanwhile, the South African exports of 
coal to eastern markets including India were making rapid strides, thanks 
to the substantial help given by the South African Government, the 
cutting off of British imports and the embargo on the export of coal 
from India between 1920 and 1923, which was imposed in view of the 
internal scarcity of coal and the congestion on the railways. Even when 
these difficulties ceased to operate, Indian coal was not able to regain 
more than a portion of its former sales abroad, while it experienced 
increasing competition in the home market. However, the balance of 
South African trade having dianged and freightage at ballast rates 
being no longer easily available for coal. South African coal has lost 
its fonnei ad\antage in eastern markets.” In recent years there has been 
a ban on the exports of coal from South Africa owing to sirortage of 
wagons.. The changes in the import and export trade in coaf and 
coke ai-e illustrated by the table opposite.’ 

The^e figm-e.s shorv that the export trade in coal, ha\-ing sunk 
very low during the depression, later (1937-8 to 19,39-40) experienced 
considerable expansion. The main reasons for the big spurt in exports 
were first the fact that the Sino-Japanese hostilities put Jajian out of 
the markets in the Far East, and .secondly the prohibition by South 
Africa of the export of coal. On the export side the industry made 
phenomenal progress in 1939-40 and surpassed its previous records. 
But the difficulties in shipping and the sharp increase in freight rates 
are obstacles in the way of the expansion of the export trade.' Tn anv 
case the present favourable factors for the export trade are of a temporary 

■ .' 5^6 Report of the Tariff Board (Coal Industry). 1926, par. ii. 

- Anstey, op. cit., p. 55. 

’ See Eevie^a; of the Trade of Udia (1939-40), pp. 54 and 137. 
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character, considering that the normal demand for Indian coal is of 
the order of 22 million tons, the present^ output considerably exceeds 
this demand. This aspect of the coal industry should be carefully 
borne in mind, 'while evolving the long-term policy of adjusting output 
to demand. Even today the home market absorbs by far the greater 
percentage of the output of coal in India and is the piincipal suppoil 
of the industry. 

The progi'ess made by the coal industi^ during the period of the 
rvar of 1914-18 and in the post-war period may be gauged from the 
fact that, while in 1914 the total production of coal in India was 
16. 464. 263 tons valued at Rs. 5,86,10,695, it increased to 23,803,048 
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1-0 
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Imports 
Quantity 
(1,000 tons) 

i 

455 

; 1 

1 

1 133 

1 

630 

237 1 

71 

1 ; 

iS 

Value 

(Rs. 1. 000) 

1 

..| 80,89 

1 

i 30.+1 

1 1 

2,25,39 _ 

[ 

45-55 

i 

^2,50 

S, 05 j 

2.64 

Exports 
Quantity 
(1,000 tons) . 

825 

1 

i 526 

434 1 

688 , 


i 

j I. 341 i 

2,009 

Value 
(Rs. 1,000) 

■ • i 75 w 7 

48.46 

57.24 1 

72.05 1 

29,22 

i 

i 1,36,25 1 , 93-35 


tons valued at Rs. 9,26,25,323 in 1930. The fortunes of the coal indusn^y 
are considerably influenced by the ebb and flow of general industrial 
activity in the country. With the advent of the economic depression 
and the consequential fall in internal consumption, prices slumped and 
many collieries were forced to close, and production fell to 19,789,163 
tons 'valued at Rs. 6,11,86,083 in 1933. (The peak production of 
23,803,048 tons was reached in 1930.) With the beginning of economic 
recover^' in 1934 the direction of change ivas reversed and production 
increased to 22 million tons valued at Rs. 6,30 lakhs. In 1935 the 
increase continued but at a less rapid rate, the total production bemg 
23,016,695 tons. Output in 1936 fell below the 1935 mark, being 
22.610.821 tons. During the year 1937, 25.036,386,10115 of coal were 
raised— the highest output till then. This has since been greatly exceed- 
ed, the output being 28,342,906 tons in 1938 and 27-7 million tons in 
1939. The years 1937-9 thus stood out as one of the peak pei'iods for 
tlm coal indusn-y. In the year 1938 Bihar contributed 15,364,079 tons 
and Bengal 7,745,372 tons. There was a short period of recession in 
the closing months of 1938-9 and the first five months of 1939-40. W iih 
the outbreak of war, however, the outlook again brightened ; demand 
for coal became very brisk, and the surplus stocks were cleared off. 
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Wagon shortage became acute after January i 94 ^» again bi ought 
about accumulation of stocks. The large increase in the cost of pio- 
duction following the rise in prices for stores, higher freight chaiges 
and wages and the surcharge on coal, has reduced profits, ivhich ha\ c 
only been maintained with a larger amount of pioduction rcquiied 
‘for meeting the increased requirements of industrial consumption in 
the absence'' of foreign competition. The position regarding the export 
trade has already been indicated. 

Internal consumption has shown a remarkable increase in recent 
years. It was estimated at 18-4 million tons in 1925 by the Tariff Board 
as compared to g*S million in 1910. Since then it has very considerablv 
increased. The Indian railways are the chief consumers of Indian coal. 
The increasing indusfnalization of the country, as reflected in the ex- 
panding iron and steel industry and other industries, also accounts for 
the grooving internal consumption of coal in India. As indicated above, 
the recent war further accelerated this demand- Although coal has to 
reckon with the increasing competition of electrical power and fuel 
oil, it still holds its position and might even be considerably more wddely 
used in the future. 

We may now refer to certain technical aspects of the coal industry, 
which have an important bearing on its prosperity. For instance, the 
Indian Coal Committee was appointed, following the resolution of the 
Assembly in March 1924 in favour of the imposition of a countervailing 
duty on South African coal, in order to investigate the technical aspect 
of the matter before referring the question of protecting Indian coal 
from foreign competition to the Tariff Board. This Committee made 
various recommendations wdth a view to strengthening the position of 
the Indian coal industry and more especially to stimulating the export 
of Indian coal from Calcutta to- Indian and foreign ports. They found 
that the paramount considerations vrere those of quality and price. In 
order to secure the former, they recommended the establishment of a 
Coal Grading Board whose certificates would be accepted as a 
guarantee of the quality of the coal to which they related. This recom- 
mendation was accepted by the Government. The necessary legislation 
was passed in the shape o£ the Coal Grading Board Act, 1925, and the 
Board was formally constituted on 20 January 1926. The Committee 
also recommended that the freight on certified export coal from the 
mines to Calcutta should be reduced by the grant of an increased rebate 
of 371/4 per cent on railway charges and a reduction of four annas per 
ton on the river dues. These recommendations have been accepted by 
the railway companies concerned and the Port Trust authorities. 

The question of the conservation of India's coal resources has 
come to the fore in recent years following the warning contained in 
an official bulletin issued in 1936 by Sir Lewis Fermor, Director of the 
Geological Survey of India, regarding the possibility of complete 
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exhaustion of India’s resources of good quality coal within the next 
hundred years* It is felt that faulty mining methods tend to waste the 
none too abundant resources of Indian coal. The two questions of 
conservation of coal and safety in mines were examined by the Coal 
Mining Committee appointed by the Government of India in October 
1936. The Committee, in their Report issued in IMay 1937, while ex- 
pressing the view that reserves of second-class coal were practically un- 
limited in India, favoured the adoption of legal measures of conseiwation 
of all good quality coals, and suggested stowing as the best means of 
conservation.^ On the recommendations of the Committee the Coal 
Mines Safety (Stewing) Act was placed upon the statute book in April 
^ 939 * The Act empowers the mining inspectorate to enforce stowing 
and the construction of protective works in the interest and safety of 
underground workers and o'eates a fund by le\ying an excise duty on 
coal and coke for assistance towards stowdng. The Coal Mines Stowine 
Board has been set up at Calcutta to enforce the new legislation, which 
aims at ensuring the safety of the irorkers and at preventing wastage or 
uneconomic extraction of coal.- 

§ 29 . Iron. — The knowledge of iron metallurgy^ is of high antiquity, and 
before the competition of the imports of the metal from Europe the 
indigenous iron industry was in a flourishing condition and caiiied 
on in all parts of the country. 

The introduction of modern processes of iron manufacture on a 
large scale may be said to date from 1874, when the Barakar Iron Works 
started operations. These works later became the Bengal Iron and Steel 
Company, the forerunner of the present Bengal Iron Company. The 
Tata Iron and Steel Company was inaugurated at Sakchi in Bihar in 
1911. The manufacture and rolling of Indian steel was successfully 
established towards the end of 1913, being facilitated by the proximity 
of coal-fields and iron deposits in Bihar. The proper place for the dis- 
cussion of the further developments of the iron and steel industry will 
be in our chapter on Indian Industries (\^ol. II). 

The progress made in the production of iron ore in India is brought 
out by the following figures 
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2.743,675 

; 48,56,974 


^ Report of the Coal Mining Committee (1937), pars. 136, 176 and 273. 

“ For further particulars see Capital (Indian Industries, Trade and Transport 
Supplement), December 1940, p. 23. 
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B0tivcen 1930 and. 1953 prevailing depression was leflccled in 
a decrease in the otuput and a fall in value, the figures £01 the lattei 
j,ear being i.ssS.Gsj tons and I^s. 2 -]..q 7 j 9^4 respecth eb . In 1934 ? how- 
ever, there was a turn of the tide and production recovered sharply to 
1,916,918 tons and in 1935 rose still further to 2,364,297 tons. There 
were also substantial increases in the output of pig iron and steel in 3935 
and subsequent vears. (See \'ol. II, cli. ii.) In 1937 output of iion 
ore rose to 2,870,832 tons, which exceeds the figure for 1929. In 1938 
production fell slightly to 2,743,675 tons. The present war has given 
a further stimulus to the exploitation of iron ore deposits in the country. 

far the most important of the iron deposits are those that occur 
in Singhbhum and the Keonjhar, Bonai and hfayurbhanj States of 
Orissa, where recent ‘ discoveries include what appears to be a range of 
iron ore running almost continuously for forty miles . It is said that 
at one place a ravine cutting across the iron ore range shows a continu- 
ous thickness of 700 feet of high-gi'ade haematite containing over 60 
per cent of iron and estimated to contain no,kss than 2,800,000,000 tons 
of ore. The Mysore State also contains iron ore deposits which are being 
exploited by the works at Bhadravati. There is every reason to hope 
tliat India tvill eventually take a very important place among the 
world's producers of iron ore. 

As we see our way in course of time to exploiting these deposits of 
iron, India’s dependence on foreign supplies of iron must eventually 
come to an end. 

§30. Manganese.*— This is a very valuable industrial mineral. It has 
been asserted that at least 90 per cent of the world’s output of manganese 
ore is required for the Bessemer and open-hearth processes for the 
manufacture of steel. It is also used in the heavy chemical, electrical 
and rfass industries. 

The manganese industry in India dates from 1892 when quarrying 
began in \ 4 zagapatain in ihe Madras Presidency. In 1900-1 90,000 tons 
were shipped, but since then the Central Provinces have come to occupy 
the pride of place as the largest producers of manganese. The total 
output in India in 1929 was 994,279 tons valued at Rs. 2,10,51,802 a,s 
compared Tvith 682,898 tons valued at Rs. 1,31,58,965 in 1914-15. The 
output declined to 212,604 tons and the value to Rs. 18,62,293 i932. 

These were the smallest quantities and values reported since 1901. In 
none of the major Indian mineral industries were the effects of tlie 
slump so seriously felt as in die manganese industry. The majority of 
the mines in the Central Provinces were closed during 1932 and 1933. 
In 1934 and 1935 there ivas a partial recovery as shown by the fact 
that production ina'eased to 406,000 tons valued at Rs. 51^63,592 and 
10 641,483 tons valued at Rs. 1.26,43,379 respectively. Manganese 
ore production amounted to 967,929 tons valued at Rs. 3,92,94,762 in 
193S. There is a steady consumption of manganese ore at the works of 
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the three principal Indian iron companies for use in steel furnaces 
for the manufacture of ferro-manganese and for addition to the blast 
furnaces in the manufacture of pig iron. The war which began in 
September 1939 has given an added stimulus to the Indian manganese 
industiw. 

The principal manganese-producing areas are the Central Provinces, 
Madras, Bombay and Mysore. The industry reached its zenith in. 1907, 
when India displaced Russia as the first among the tvorld's producers 
of this metal, though in 1912-13 she gave way again to Russia. After 
1914. however, Russian exports practically ceased. In recent years Russia 
by nan-economic methods of exploitation and hnance, has been able 
to place large quantities of ore on the market at low prices. The South 
African deposits are also being developed. During the war of 1914-18 
with the increasing production of manganese in India and the great 
rise of prices, the production of manganese was considerably stimulated. 
The quantity available for export was 816,000 tons of ore valued at 
Rs. 2,29 lakhs in 1929-30. These record exports declined during the 
slump to 198,000 tons valued at Rs. 48 lakhs in 1932-3 owing to the 
increase in stocks as w^ell as to the decrease in steel production tlrroughout 
the tvorld, and therefore in the demand for manganese. There was a 
remarkable expansion in the demand reflecting the increased activity 
in the world's iron and steel and armament industries as shown bv 
the fact that the exports of manganese ore amounted to 1,001,000 
tons valued at Rs. 2,21 lakhs in 1937-8. Owing to the reduced demand 
from consuming steel industries, exports declined to 456,000 tons valu- 
ed at Rs. 1,07 lakhs in 1938-9. But in the following year (1939-40) 
exports of manganese ore rose to 719,000 tons valued at Rs. 1,83 
lakhs. 

581 . Gold.— India contributes only about three per cent of the world’s 
production of gold. The most important gold-producing area is the 
Kolar field in eastern Mysore which contributes nearly 98 per cent of the 
total Indian output. The production of the Kolar field is, however, on 
the decline, having reached its highest point in 1905 when 616,758 ounces 
were raised. The greater portion of the balance comes from the Ananta- 
pur fields in IMadras province. The Nizam’s mine at Hutti was 
opened in 1903 but has not been worked since 1920. The gold dredging 
in the bed of the Irrawaddy proved disappointing, its contribution being 
negligible. Insignificant quantities are also derived by washing in the 
Punjab, Central Provinces and United Provinces. The total quantitv 
of gold produced during 1938 amounted to 321.138 ounces valued at 
Rs. 3,04,75,397 as compared to 330,488 ounces valued at Rs. 2,08,01,943 
in 1931. The high price of gold in recent years has compensated for 
the decline in the output, and has served to impart a stimulus to gold 
production, which increased from 322,143 ounces in 1934 to 327,653 
ounces in 1935. and 333,385 ounces in 1936. 
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;3'2. Pefcroieniii,' — There are two distinct oil-bearing areas in India 
311 either side of the Himalayan arc : the one on the cast, and by far 
.he most important, includes Assam, contributing over 85 per cent ol: 
.he total output ; the other on the west includes the Punjab and Eaiu- 
ihistan. 

AVith the separation of Burma India’s resources in petroleum iuive 
become iusignincant compared to the world’s. Her total output in 1938 
was about 87 million gallons - valued at Rs. 1,65 lakhs, which accounts 
[or only one-tenth of one per cent of irorld production. Oil-hclcls arc 
worked in the Punjab and Assam, but there is yet some scope for finding 
new fields and new deep horizons in Assam, Attock, Punjab, Sind and 
Baluchistan." 

Even before the separation of Burma from India there was a large 
volume of imports of motor spirit, kerosene, etc. into this country. 
Since the separation of Burma India’s dependence on foreign countries 
has very considerably increased. Burm.a normally supplies the bulk of 
India s requirements ol kerosene and motor spirit (including aviation 
petrol). For instance, of the total imports of kerosene amounting to 193 
million gallons, Burma supplied 112 or 58 per cent in i939-4<^ as com- 
pared with 114 million gallons (out of 182 million gallons) or 63 ])cr 
cent in 1938-9. As regai'ds motor spirit, about 50 million gallons or 
58 per cent of the total imports came from Burma in 1939-40, as against 
51 million gallons or 59 per cent in 1938-9.^ 

?33. Mica.— -Mica is used principally in the electrical industry as an 
insulating medium, and it assumed a position of great importance 
during the war of 1914-18 in connexion with the developments of 
wireless telegi’aphy, of aeronautical science and of motor nansport, which 
'v\ ould have been impossible without it. The recent tv*ar further increased 
the number of its uses and extended its importance. 

India has for many years been the leading producer of mica with 
an output of more than three-fiftlis of the world’s total. Mica is found 
in Bihar, and in the Neilore, Salem and Malabar districts of the Madras 
province, Travancore and Ajmer-Merwara and other parts of Rajputana. 

^939-40^ 217,000 cwt. valued at Rs. 1,72 lakhs were exported. This 
probably represents the total annual production of India. 

^34. Saltpetre.— Saltpetre is in considerable demand for Industrial 
purposes, for instance, in connexion with the raanufacliirc of glas.s, for 
the preserv^ation of food and for manurial purposes. Its production in 
India is practically restricted to Bihar, the United Provinces and the 

‘ For an interesting account of the progress of the petroleum industry Reboit 
of the Tariff Board (Oil Industry), lO-S, ch. i. 

= The total output of petroleum in India including Burma was 323 million e-allons 

1935- ^ 

^ Report of the Tariff Board (Oil Industry), par. 5. 

For further particulars regarding the sources of import of mineral oils in India 
see vol. ir, ch. vi. 
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Punjab. There was a time when India possessed a practical monopoly 
of the world’s supply of nitrates, so important in the manufacture of 
explosives and chemical manure. But partly owing to the tariff policy 
of the Government of India, who for some time tried to exploit the 
Indian monopoly for revenue purposes by the imposition of a heavy 
export duty, and partly owing to other causes, India was dislodged from 
this position by rival foreign producer's. During the wmr of 1914-18 
a certain revival in the production of Indian saltpetre, which was re- 
quired for munitions, took place. The cessation of the war demand and 
the competition of Chilean nitrate and French potash salts in foreign 
markets have reacted adversely on the industry, and the post-war 
exports have declined from the war (1914-15 to 191S-19) average of 
440,000 cwt. valued at Rs. 80 lakhs to 177,000 cwt. valued at Rs. 23 lakhs 
in 1941-2.^ 

Nearly the whole of the output is exported, a small part being re- 
tained in the counti'v for consumption as a fertilizer, especially in the 
As'^am tea gardens. 

s35. Other minerals.-— Other minerals of subordinate importance as 
regards the place they occupy in Indian mineral production ai'e copper, 
bauxite (aluminium), chromite, potash, amber, diamonds, rubies, sul- 
phur, etc. 

^36. Salt. — About four-fiiths of the annual consumption of salt in 
India is produced in the country itself, the total consumption being 
1*8 million tons. The total output of salt during 1938 w’as 1, 539,663 
tons valued at Rs. 95.18,383. Imports of salt, chiefly for consumption 
in Bengal, amounted to 314,000 tons valued at Rs. 62 lakhs in 1939-40, 
Aden being the chief source of supply. About sixty per cent of 
Indian salt is obtained by evaporation of sea-water on the coasts of 
Bombay and Madras. Another source is the Salt Range and the 
Kohat !Mines in the Punjab. In Kohat the salt resouixes are said 
ro be practically inexhaustible. The other two sources are brine salt 
from the Sambhar lake in Rajputana and salt brine condensed on the 
border of the lesser Rann of Cutch. The question of extending pro- 
duction of salt in India so as to make the country self-sufficient 'ivas re- 
ferred in 1929 to the Tariff Board, wdiich reported in 1930. The normal 
demand for foreign salt was estimated at approximately 500,000 tons for 
the Bengal market. The primary considerations in the Bengal market 
are ‘ whiteness, evenness of grain and absence of moisture Price is 
also a determining factor. Prices fluctuate violently in the Calcutta 
market owing partly to changes in freight rates, but mainly to operations 
of combines and dealers. The Tariff Board express the \dew that the 


' Review of the Trade of India (1941-2). p. 150- 

- With the separation of Burma certain minerals have to be omitted from the 
list of India’s minerals, namely tin, lead, and zinc, while others are of little signi- 
ficance, such as silver, rubies and wolfram. 
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whole demand of the Bengal market could be met by India and Aden 
(in 1937 separated from India'/ if the sources of sea-borne salt (Karachi 
and Okha) as well as raii-borne salt (Khewra, Sambhar and Pachbhadra) 
tvere properly developed. 

From the standpoint of national interests the supply of rail-borne 
salt from Khewra, etc. for Bengal is preferable to sea-borne salt from 
Karachi and Okha, though the latter centres enjoy certain special 
natural advantages. Rail-borne salt offers a guarantee against war-time 
shortage, additional traffic for railways and reduction in the price of 
salt following ino-ease in production. But the deficiency of rail-borne 
salt should be made good by sea-borne salt. The Board recommend- 
ed a thorough examination by the Go\'ernment of the sources with a 
view to their development, and of the question of reduction of railway 
rates.^ In vie^v of the serious fall in the price of imported salt and 
the consequent need for prompt action simpler in character than Govern- 
ment control as proposed by the Tariff Board, a Committee of the 
Assembly recommended an additional temporary duty of 4I/2 annas per 
maund on all foreign salt (^except that from Aden, which is to count 
as part of India for this purpose). This recommendation was incorporat- 
ed in the Salt (Additional) Import Duty Act, 1931, which came into 
force on 18 March 1931. The life of this Act, which was initially 
limited to one year, w’as extended from time to time by subsequent 
Acts. The Supplementary Finance Act, 1931, imposed a surcharge of 
25 per cent on the customs and excise duties on salt.- As recommended 
by the Salt Industry Committee of the Legislative Assembly, the addi- 
tional duty was reduced from 41/0 as. to 2I/2 as. per maund in 1933. 
It was further reduced to 1^9 as. per maund with effect from 21 April 
1936, and its life was extended for a period of tw^o years. The addi- 
tional import duty w^as resented by the members from Bengal on ibc 
ground that it had the effect of helping the producers of Aden (which 
incidentally was going to be separated from India) at the expense of 
the consumers in Bengal. The Government of India admitted the 
unfairness of the duty, which w^’as allowed to expire on 30 April 1938/^ 
Duiing the period of salt protection, while imports of forcig'n salt 
declined, production of salt in India increased. Thus while produclion 
increased from 1-71 million tons in 1930 to 1 -95 million tons (including 
Burma) in 1935, during the same period imports declined from 0*69 
million tons to 0*39 million tons. The hope may be expressed that 
India will become self-suifiiciem in respect of salt— an article of prime 
necessity for the masses— in the near future. 

^ 01 . Building stones.— Among the most important of the building 
stones available in India are the sandstones which belong to the 

See I?epart of the Tariff Board (Salt Industry), 1930. 

- See vol. II, ch. xi. 

’ B. N. Adarkar, The History of the Indian Tariff, 1934-39, pp. 65-6. 
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\lndhyan system of rocks and ‘cover an immense area, from Deliri-on-Son 
to Hoshangabad and to Gv/aiior and from there to Agra and to Neemuch. 
Many of the great masterpieces o£ Indian art from the time of Asoka 
to the present day have been constructed out of this material. In the 
southern part of the peninsula, vaidous igneous rocks are largely used. 
Other kinds of building materials are slates and limestones in the 
centre of southern India, basalt rock in the Central Provinces and central 
India, laterite, 'tv’hich is widely distributed throughout India, the famous 
Porbunder stone much in use in Bombay and Karachi, the marble of 
the Jubbulpore district and other parts of the Central Provinces, and 
many other varieties too numerous to be mentioned. 
oS. Cement-making materials. — The chief raw materials required for 
making cement are chalk or limestone, and clay, which are found ex- 
tensively in India, for instance near Lakheri (Bundi State, Rajputana) 
and also at Katni, where limestone and clay of good quality are available. 
Other areas are Porbunder in Kathiawar, and the vicinity of Lucknow 
and Cawnpore in the United Provinces. Portland cements made in 
India are supposed to be equal to the best English brands. Altogether, 
the Indian cement-making industry seems to have a promising future 
before it. 

§39. Lime. — The principal source of lime is limestone, which has al- 
ready been referred to in connexion with its other uses. Its supply is 
practically unlimited, although only those deposits are worked which 
are most conveniently situated for purposes of transport or for some 
oiher special local reason. 

§40. Vegetable resources. -The extensive area of the country, differ- 
ences in elevation, the wide range of latitude, climate and soil make 
it possible for India to produce a large variety of vegetable products 
belonging to sub-tropical and temperate zones, as the following enumera- 
tion will show, (i) Food-grains : rice in Bengal, Bihar and Orissa, and 
to some extent in Madras and Bombay ; wheat in the north-west parts 
of India ; millet, such as jowar and bajra, in Bombay and Madras ; 
barley in the United Provinces and Bihar ; ragi in Madras, the United 
Provinces and Bombay ; maize in Bilfar, Orissa, the United Provinces 
and the Punjab ; gram in the Punjab, the United Provinces, Bihaiy 
Orissa, and the Central Provinces, (ii) Herbs : condiments and spices 
in Madras, Bombay and Bengal ; sugar-cane all over India, especially 
in the United Provinces ; coffee in Madras and Coorg ; tea in Assam 
and Bengal, (iii) Seeds : oil-seeds such as linseed, sesamum, rape and 
mustard, groundnut, castor, etc. in Madras, the United Provinces, the 
Central Provinces, and Bombay, (iv) Fibres : cotton in Bombay, Berar, 
the Punjab and Madras ; jute in Bengal, (v) Miscellaneous : opium in 
the United Provinces ; tobacco in Bengal, Bihar, Bombay and Madras : 
fodder a'ops in the Punjab and the United Provinces ; cinchona in 
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southern India ; india-rubber in .■\ssam and the Khasi Hills ; and forest 
products. 

A more detailed suia’cy of the principal crops of India along with 
the efforts made by the A,gricultural Department to improve the quality 
and yield will be found in the chapter on Indian Agriculture. 

§41. Animal resources. — There is hardly an} need for emphasizing the 
importance of animal life to an agricultural country like India. The 
variety of Indian conditions has naturall} developed a great variety of 
animal life, and the number of animal species found in India is much 
greater than that in Europe. The cow and the buffalo are mainly prized 
as supplying milk. The bullock plays an important part in the agri- 
cultural economy both as a draught animal and on the field, the use 
of horses or mechanical power being practically unknown. Animals used 
in agricultural operations, as well as goats and sheep, contribute practi- 
cally all the manure used by the Indian cultivator, the use of artificial 
manure being as }et in its infancy. The humble donkey is ubiquitous 
and is used as a pack-animal everywhere. The camel is found in the 
sandier parts of the country and is used for purposes of transport 
aa'oss deserts. Fish is of immense importance, especially in pro- 
vinces like Bengal, Assam and the coast-strips of the peninsula, where 
it supplies die people ivith the nitrogenous elements in their diet, else- 
where obtained by the use of pulses. The Indian seas contain many 
vai'ieties of edible fish, but these resources still await properly organized 
exploitation along modern lines. 

The extensive forests of India shelter a large variety of wild animals 
and birds and provide excellent game for the hunter. 

§42. Sources of power. — The principal sources of power available in 
India are coal, wood-fuel, oil and alcohol, wind and water. Coal has 
already been dealt with under minerals. We have also referred to the 
utility of forests as suppliers of wood-fuel. Many of the Indian forests 
are, however, confined to hilly tracts from which transport is a matter 
of great difficulty and expense. Even if this difficulty were to be effec- 
ti\ely surmounted, it is doubtful whether the supply of wood- fuel could 
keep pace Tvith the demand for it,, for industrial purposes unless extensive 
planting were undertaken. The Industrial Commission direct particular 
attention to the advantages of wood-distillation as a method of obtaining 
Charcoal and certain valuable by-products like methyl alcohol, wood"- 
tar, etc, by the sale of which the local cost of the charcoal would be 
greatly reduced. They suggest the employment of suction gas plant for 
all but the smallest units of power as extremely convenient and efficient, 
and from this point of view recommend the adoption of such methods 
as are likely to cheapen the oo,st of fuel for 'such plants. The position 
with r^ard to India’s oil resources has already been examined under 
minerals, and the weakening of India’s position following the separation 
of Burma indicated. The possibilities of the oil-bearing areas in Balu- 
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chistan, the Punjab, Assam, etc., must still be regarded as problematical. 
We cannot, therefore, place much reliance on this particular form of 
power. 

So far as the possibility of utilizing alcohol for supplying power for 
industrial purposes is concerned, certain vegetable materials seem to be 
capable of being treated so as to yield the requisite quantity of alcohol, 
but this is still a matter of conjecture and requires careful investigation 
and experiment. To facilitate this, certain relaxations of excise restric- 
tions have been suggested by the Industrial Commission. 

§ 43 . Water-power. — The supply of cheap motive power is one of the 
essential conditions of successful industrial development. The situation 
in India xvith regard to the supply of coal, wood-fuel or oil for purposes 
of generation of power is for reasons already indicated not quite so favour- 
able as might be desired. There are, how’Cver, fair prospects for the 
development of water-power, which has been limited so far on account 
of the seasonal character of the rainfall, making costly storage works 
indispensable. Before the electric transmission of power over long 
distances became a practical success, only one or two fairly large cotton 
mills such as those at Gokak (Bombay) and a number of small factories 
on the planters’ estates in the hills utilized water-power to any appreciable 
extent, apart from the use of w^ater-wheels on hill streams and at water- 
falls on the irrigation canals to work flour mills. Within recent times, 
however, considerable attention has been given to large hydro-electric 
power schemes. The Mysore Durbar set up the first hydro-electric in- 
stallation in the east on the Cauvery river at Sivasamudram with the 
main object of supplying power to the Kolar gold-fields (1902). Since 
then the supply of electrical energy from Sivasamudram has been pro- 
vided for Bangalore and Mysore cities and about 200 other 
towns and villages in the 'Mysore State.^ Subsequently the Kashmir 
Durbar established similar works on the river Jhelum, which have a 
capacity of carrying water sufficient for the generation of 20,000 electrical 
horse-power. The Western Ghats in the Bombay province specially 
lend themselves to projects of this kind. Accordingly it is no matter 
for surprise that the greatest water-power undertakings in India are 
situated there. The Tata hydro-electric schemes mark a big step forward 
in the industrial development of India. The first of these works was 
started in the neighbourhood of Lonavla in 1915 by the Tata Hydro- 
electric Power Supply Company. The great industrial demand of the 
Bombay mills, however, still remained partially unsatisfied, and the 
necessity of further developing the electric supply was urgent. The next 
scheme, known as the Andhra Valley power scheme (1922), is designed 
to yield 100,000 horse-power in its full development. Another important 
project, which was carried out under the name of the Nila-mula 
scheme by the, Tata Power Company (1927), is 'calculated to supply 

‘ Indian Year Book (1941-2), p. 378. 

3 
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150,000 horse-power ; and a gigantic Tata scheme is contemplated in the 
huge valley o£ the Koyna river. As n result o£ the completion of these 
schemes, which operate as a unit under one management and have a 
combined normal capacity of 246,000 horse-power, the handicap imposed 
upon Bombay by the absence of coal in its vicinity will be entirely re- 
moved ; while the substitution of electricity for steam will also consider- 
ably alleviate conditions of public health in Bombay, whose cotton mills 
and other factories consume about 150,000 horse-power. The G.I.P. and 
B.B. & CJ. Railways get their supply of electrical energy for their sub- 
urban electrification from this source, as adso Thana, Kalyan and Greater 
Poona. Another important hydro-electric venture is the Mandi scheme 
in the Punjab tvhich, when completely carried out, is eKpecled to supply 
such enormous quantities of power that it will be able to serve a very 
large number of industrial centres and vvdll be able to serve distant 
places like Delhi. The scheme came into operation in 1933. In Madras, 
which is even more seriously handicapped by the absence of coal than 
Bombay, certain interesting developments have taken place in recent 
years. The Pykara hydro electric scheme, which was started by the 
Madras Government at the end of 1929, is nov7 in operation. The waters 
utilized for the development of the scheme are taken from the Pykara 
river which drains from the Nilgiri plateau. The Mettur hydro-electric 
scheme, which is combined with the famous Mettur Irrigation Project, 
is capable of a maximum output of 60,000 horse-power. The scheme 
came into operation in 1933. The Madras Government has recently 
(1938) sanctioned the Papanasam hydro-electric scheme, intended to 
utilize the Tambraparni river falls in the Tiniievelly district. Other 
interesting projects are the Ganges Canal Hydro-electric Grid Project 
and other schemes in the United Provinces, which will carry electrical 
power to a large number of towns and villages and will assist greatly 
in the development of rural areas.^ In recent years the increasing 
demand from power consumers and the continuance of its policy of 
industrial development have led the Mysore Government to sanction 
the construction of a Power Station at the Shimsha Falls (since com- 
pleted) for the production of 23,000 horse-power, and the construction 
of a power station at the Jog Falls for the production of 24,000 horse- 
power. It may be added that the location of India's Arst aircraft factory 
at Bangalore was largely influenced by the availability of cheap electrical 
power. The Hyderabad State has started several hydro-electric schemes, 
taking advantage of its favourable position owing to the largest rivers 
of the Deccan, the Godavari, the Kistna and the Tung^abhadra, flowing 
through the Dominions. On 28 February 1945, the Tiangabhadra Pro- 
ject was inaugurated. The undertaking, estimated to cc^st Rs. 20 crores,. 
marks the culmination of protracted negotiations extending over half a 
century between the Hyderabad (Deccan) and Madras Governments 


^ Indian Year Book (1941-2), p. 3S2, 
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and is a joint endeavour to banish famine in the Ceded Distidcts. The 
project is expected to be completed by about 1952 and to irrigate half 
a million aa'es each of Madras and Hyderabad State soiL Hydro- 
electric power is also to be generated and this part of the plan is expected 
to yield quicker financial returns than the irrigation scheme. In accord- 
ance with the recommendations of the Industrial Commission, the 
Government of India undertook, in 1918, a comprehensive hydrographic 
survey of India. The results of the survey have brought out various 
interesting possibilities in connexion with the development of hydro-' 
electric power. For example, it is estimated that the minimum flow of 
the seven great rivers eastwards from the Indus is capable of giving not 
less than three million horse-power for every thousand feet of fall from 
the Himalayas, and similar considerations apply to rivers in other parts. 
It is hoped that the hydro-electric schemes will not only serv^e the purpose 
of supplying power to industries but also of extending irrigation facili- 
ties in India. 

We may even be tempted to dream of a time when every village 
within a reasonable distance from a hydro-electric power station will 
receive its supply of electric current to help the development of rural 
industries and increase the amenities of rural life.^ The great obstacle 
to the realization of all these bright visions is the heav}^ initial expense 
of most of the hydro-electric schemes in India. The rainfall being 
seasonal, costly korage constructions are necessary and the expenditure 
thus incurred makes it difficult to supply power sufficiently cheaply. Even 
in industrial centres like Bombay, where coal is dear, the relative cheap- 
ness of hydro-electric power is not yet sufficiently pronounced.- Whether 
science or our notions of planning and finance, which have undergone 
rapid transformation under the stress of war, will be able to remove 
this difficulty, the future alone can show.^ 

§44. A poor people in a rich country.— The foregoing survey has dis- 
closed the rich and varied character of the natural resources of India. 
It is a commonplace remark that while nature has showered her bounties 
on India with a liberal hand, man has failed to profit adequately by 
them. The contrast between the bounty of nature and the poverty 
of man is here very striking. Hence the usual statement, which has al- 
most become a proverb, that India is a rich country inhabited by the poor. 

^ At a meeting of the Institute of Engineers held at Delhi recently (Jan. 1945), 
Mr Matthews, Electrical Commissioner with the Government of India, stated that the 
total electrical energy generated in India in 1943 was about the same as the weekly 
production of energy in the United States where about 180 times as much energy 
(as against 100 times as much in the United Kingdom) is used per head of population 
as in India, 

^ ‘It is only when a perennial fall is situated near an industrial centre that hydro- 
electricity becomes cheap enough for chemical and metallurgical processes.’ — Mr J. 
Vesugar in a broadcast speech on 7 February 1945. 

® Gadgil, Industrial Evolution of India^ pp. 338-9- 
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POPULATION 

T- Total population, — The total population o£ India according to the 
census of 1941 is placed at 388,997,955 (as against 338*1 millions in 
1931), British teiTitorj^ containing 295,808,722 and the Indian States 
93,189,233. With an ai'ea of about half that of the United States, India 
has a population three times as large. The population of India forms 
about one-fifth of the population of the whole world.^ 

The broad changes in India’s population in the decade 1931-41 
are as follows 

(in millions) 



1931 

1941 

Total population 

• 338 

389 

Male „ 

174 

201 

Female „ 

164 

188 

Rural 

301 . 

339 

Urban „ 

37 

50 

Literate „ 

23 

47 


§ 2 . Factors determining density.— The density of population (i.e. 
number supported per square mile) depends on climatic conditions, 
security of life and property, standard of comfort, economic resources 
and stage of economic development; in other words, on the external 
environment and the use of it made by man. If the economic resources 
are rich, obviously, other things being equal, a country will be able 
to support a higher density of population than if the resources are poor. 
Similarly, ceteris paribus, the more advanced the community in respect 
of its arts of civilization, the greater its 'capacity for supporting a dense 
population. A highly industrialized and commercial country with 
intensive cultivation normally shows great density, for example, England 
and Wales (703) and Belgium (702). A purely agricultural country will 
generally support a very much smaller population. The fact that India 
is primarily an agricultural country explains the low average density 
of her population. 

^ While the census of 1931 was largely boycotted for political reasons, the census 
of 1941 was characterized by an organized effort on the part of Hindus, Muslims and 
other communities to find a place on the register. While this factor has undoubtedly 
inflated the population figures somewhat there is no doubt that most of the increase 
:s genuine. 2 Indian Year Booh (1944-5), P* 30- 
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Again, the pastoral stage will support a smaller number per square 
mile than the agricultural stage, and the hunting stage even less. In 
an agricultural country, density of population will also depend upon 
the character of cultivation. 

Mere numbers supported per square mile have small significance 
unless we also take into account the standard of comfort of the popula- 
tion in question. The density of Bengal (779), for instance, exceeds 
that of Belgium or England and 'Wales. There is, however, no com- 
parison between Bengal and either of the other nco countries mentioned 
as regards standard of well-being. The high density in the case of 
Bengal can only signify great poverty because Bengal is predominantly 
an agricultural province ; and it is estimated that agriculture under 
the best conditions cannot maintain more than 250 persons per square 
mile at a reasonable level of comfort. 

§ 3 . Density and prosperity,' — According to the census of 1941 the 
average density over the whole of India is 246 to the square mile. 
The density for the Provinces is 341 and for the States, 130. For 
purposes of comparison, figures for the average density in some other 
countries are given in the following table: — 

Belgium . . 702 The Netherlands . . 639 

England and Wales .. 703 Japan ..250 

United States of America— 41 

It is not possible to draw inferences about economic position from 
average density. , For example, England and Wales has about the same 
density as Bengal (779) but is incomparably the richer of the two. 
On the other hand, there is a great difference as regards density between 
the United States on the one hand and England and '^Vales on the other, 
which, however, does not prevent the two countries from being on a 
par as regards their economic position. The case of every country must 
be studied separately to find out the relation, if any, between the density 
of its population and its economic condition. The following three tables 
show (i) the growth of density from decade to decade since 1901 in India 
and the provinces, (ii) the percentage variation, and (iii) comparative 
figures of the growth of density in some of the provinces.^ 


I 

Average Density 


— j 1901 

igii 

I92J 

1931 

1941 

India 

1 

I9I 

193- 

213 

246 

Provinces 

... j 254 

1 267 

1 

i 

269 1 

296 ! 

341 


^ Census Report (1541'), vol. I, parr T, p. 6g. 
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II 

Percentage Variation 



— 



India 

Provinces 

ICOI-II 



1 

4* 6*7 

+ 5*0 


lOI 1-2 I 


... 


— o-g 

-r 0 8 


1921-31 


... 

... 

4-10-6 

H- 9-0 





.. 

-ri5-o 

- 7-15 -2 


1901-41 




-:-37 0 

+34 I 



III 


Province 

Density per sq. 

mile 

Percentage 

variation 

1901 1 

1931 

1 

1941 

1901-41 

Madras 


2S7 

350 

391 

+ 3 f>*i 

Bombay 


200 

2oS 


4- 36-1 

Bengal 


529 

627 

779 

+ 43*1 

Punjab 


201 

238 

287 

+ 42*5 

Bihar 


405 

464 

521 

+ 28-6 

C.P. and 

Berar 

120 

156 

170 ‘ 

4- 42*0 

Sind 


67 

Si 

94 

4- 41-2 

Sikkim 

... 

2 \ 

40 

44 

+ 105-9 


Table III above reveals great variation in density from province 
to province. 

It is seldom possible to explain these disparities with reference to 
any one of the numerous factors which have a bearing on the density 
of the population. It would, for example, be erroneous to say that in 
India rainfall primarily determines density. Beyond a certain point, 
rainfall, far from being beneficial, is positively injurious. In most parts 
of India the optimum conditions would require an average annual preci- 
pitation of about 40 inches of rain, provided it is properly distributed. 
It is only when the rainfall is less than this or badly distributed that 
the differences in the amount received exercise any considerable influence 
on cultivation and, therefore, on density of population. In so far as 
success in cultivation depends on water, irrigation will obviously have 
the same influence as rainfall and, therefore, when it is provided it is an 
important factor determining density. 

Having regard to the fact, however, that irrigation affects only 
a very small proportion of the total area of India its general influence 
on density is negligible. Taking the country as a whole, configuration 
is a far more important factor. Other things remaining the same, 
successful cultivation depends largely on the shape of the surface. 
^VTiere it is level, every inch of the land can be cultivated. Where 
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it is undulating, although the lower slopes may be ver\' fertile, cultiva- 
tion is difl&cult and precarious. Throughout India the most thickly 
populated tracts are the level plains, for example, in Bengal, east 
United Provinces and the low-lying tracts along the east coast in 
the southern part of the peninsula. Extensive plains with vast 
stretches of fertile land and adequate rainfall are obviously conducive 
to high density as in the case of Bengal and the United Provinces. 

The fact that conditions are not so favourable in these respects 
explains the relatively lower density of Bombay. Sometimes an un- 
favourable climate cancels all other advantages and leads to a compara- 
tively low density, as in Assam. 

The nature of the soil becomes an important factor only when 
^combined with the requisite amount of rainfall. Taken by itself its 
influence is not very marked in India. Moreover, the variations are 
on the whole too minute to be taken into account when dealing with 
large areas. 

These disparities in regard to density are also due in some measure 
to the stay-at-home habits of the people and other difficulties in the 
w'ay of free internal migration. The case of Delhi (density per square 
mile— 1602) stands by itself, as the large urban population of the city 
of Delhi contributes the major part of the total papulation of the 
province. 

§4. Distribution of the population according to religion and comma- 
nity. — Roughly speaking, of every 100 persons in British India, 68 
are Hindus, 22 Muslims, 3 Buddhists, 3 Animists, 1 Sikh and 1 Christain. 
^ Of the remaining 2, one is equally likely to be a Buddhist or a Christian, 
and the other most probably a Jain.’ 

Religion as a census criterion of differentiation was in 1941 replaced 
by the concept of community, and the tabled below gives the communities 
returned. 


Community 


British India 
(millions) 


States 

(millions) 


Total 


f 


Hindus 

Scheduled castes 


39*9 

8*9 

48-8 

Others ... 


150-9 

55-^ 

206* I 

Muslims 

... 


79*4 

15-0 

94*4 

Tribes 



16-7 

8-7 

25*4 

Sikhs 


... 

4-2 

1*5 

5*7 

Christians 



3*5 

2-8 

6-3 

Others 


j 

1*2 

1*0 

2-2 

388-9 


The Hindus largely outnumber other communities in the centre 
and south of India, more especially in the Madras pro\ince, where 
they are no less than 87 per cent of the population. Other provinces 


^ Indian Year Booh (1944-5), p. 
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where the Hindus are in the majority are Assam, Bihar, Orissa, the 
United Provinces, the Central India tract, Rajputana and Bombay. 
The population of the Xorth-IV'est Frontier Province, Baluchistan and 
Kashmir is almost exclusively Muslim, and is predominantly so in the 
Punjab, Eastern Bengal and Sind. Muslims form 34 per cent of the 
population of Assam and 15 per cent in the United Provinces. The Sikhs 
are localized in the Punjab and the Jains in Rajputana, Ajiner-Merwara 
and the neighbouring States. Almost half the Jain population is in the 
Bombay province (including Indian States) and Baroda. Those who 
are classed as tribes are principally to be found in Orissa, tlie Central 
Provinces and Assam, though a fairly large number were also returned 
in Bengal, Madras, Rajputana, Central India and Hyderabad. More 
than half of the total number of Christians reside in South India. The 
Parsis and Jexvs belong primarily to Bombay. 

§ 5 . Distribution of population according to occupation.— The figures ^ 
on page 41 serve to indicate the relative importance of the occupations 
horn which the people of India derive their livelihood. 

Figures for 1941 are not available, but since 1931 there is no reason 
to suppose that there has been any fundamental change in the occupa- 
tional distribution except for the fact that there has beeai some real 
increase under Transport, as * communications have everywhere increas- 
ed, roads are better, and motor traffic has become ubiquitous during 
the decade'. There has also been a slight ina'ease under Professions 
and Liberal Arts, reflecting the all-too-gradual spread of literacy. A 
strict comparison of the figures bearing on the occupational dista'bu- 
tion of the population as revealed by the successive censuses is not 
possible because of the changes in classification introduced from time 
to time. We may however rest assured that the salient features of 
this distribution have remained practically undisturbed ever since the 
census was instituted. For example, the overwhelming preponderance 
of agriculture among the occupations has to this day remained virtually 
unaffected. It should be noted that while the percentage of workers 
engaged in industries (to the total number of workers) is 10-38, only 
1*5 per cent of these ai'e supported by organized industries.^ The 
bulk of the remainder are engaged in unorganized industries connected 
with the supply of personal and household necessities and the simple 
implements of work. The administration and protection of the country 
engages only ii/^ per cent of the total number of workers, and the 
remainder are supported by domestic, miscellaneous and ‘ unproductive ' 
occupations. Though the extent to which agriculture predominates in 
individual provinces varies, there is no region in which it does not 
in some form or other easily take the first place. In spite of the trade 
of Calcutta and the numerous industrial and mining concerns of 

See Statistical Abstract for British India from 1922-3 to 1931-2, Table No. i8. 

^ See also vol. II, ch. ii. 
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Incliidin^f subsidiary occupation. Kaniors phis woikinft do[)L>ndonlK. 

Includes 3,116 (2,521 male and 595 female) earners whoso otcupations were not relumed. 
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Bengal and Bihar, the population of the eastern provinces is over* 
■\vhelmingly agricultural and contains a higher percentage of persons 
supported by the land than any other tract of India. Of industrial 
workers, the largest proportions in the local population are in the 
Punjab, the United Provinces and Bombay. Of these tliree provinces, 
however, agriculture dominates the economic life of the first two, 
where the industrial occupations, though they engage a substantial 
number of persons, are mostly of the cottage industry type. In Bombay 
development of organized industry is of some economic importance 
but is at present largely confined to a few of the biggest cities. In the 
category of unclassified occupations the majority of persons arc labourers 
whose particular form of labour is unspecified, and the rest mostly 
unspecified clerks. 

Among the civilized countries of the world India has the highest 
percentage of people dependent on agriculture and the lowest percentage 
of those employed in industries, trade, transport, etc. For instance, 
in 1931 in England almost 58 per cent made their living by industry 
and 8 per cent by agriculture, as compared with 9*95 and 66-4 
per cent respectively in India. 

The economics of a country dependent on agriculture to so great 
an extent as India must be unstable. Dependence on agriculture means 
dependence on rains ; and if the rains fail there is necessarily widespread 
distress, involving the majority of the people. This will not be the 
case if a considerable section of the people cease to be directly dependent 
on agriculture. The Famine Commission of 1880 correctly diagnose 
the situation when they say that ' at the root of much of the poverty 
of the people of India and of the risks to which they are exposed 
. . . lies the unfortunate circumstance that agriculture forms almost 
the sole occupation of the masses of the population and by way of 
remedy they recommend the development of manufacturing industries. 
A more even vocational distribution of the population through an 
all-round development of the economic resources of the country is greatly 
to be desired. 

§6. Population in towns and Yillagesd — The preponderant position of 
agriculture is fuither reflected in the distribution of the population 
between urban and rural areas. The census of 1931 showed a slight 
increase over 1921 in the urban population from 10-2 to 11 per cent 
of the total population. The census of 1941 showed a further small 
increase to 12*8 per cent. 'The very small proportion that the urban 
population bears to the whole is clearly indicated by the close relation 
‘between the variation in total population and that of the rural popu- 
lation as contrasted with the general antithesis between the total and 
the urban variations/ 


" Census of India ('1931), vol. I, pp. 44 ff. 
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Increase 

Total Urban Rural 

10*6 per cent 20 per cent 9-6 per cent 

The census of 1941 shows an increase of 81 pei' cent in the urban 
population over the figure in 1931 as against 15 per cent increase of the 
total population. All the same the predominantly rural character of the 
Indian population remains. Villages, i.e. localities with a population 
of less than 5,000, absorb about 87 per cent of the people in the country. 

The percentage of urban population ranges from 3-4 in Assam 
to 22*6 in Bombay, which is the most urbanized of the major provinces 
of India, 

Compared to India as a whole with its 13 per cent, the urban 
population is 49 per cent in France, 50*8 per cent in Northern Ireland, 
53*7 cent in Canada, 56*2 per cent in the U.S.A. and 80 per cent 
in England and Wales. 

The table on p. 44 shows the chief cities whose population exceeds 
100,000. There are only 36 such_ cities in India. Only eight of them 
have more than 400,000 inhabitants. 

The increase in the population of the country as shown by the 
1941 'census is particularly marked in the case of the bigger cities as 
can be seen by a' glance at the last column of the above table. Bom^ 
bay’s rate of increase is about 28 per cent. 

In most of the "^Vestern countries the nineteenth century witnessed 
a great development of organized industries, resulting in a phenomenally 
rapid growth of the town population, in marked contrast with the 
almost stationary character of the urban population in India. The 
overwhelming increase in the urban population in England as a result 
of the Industrial Revolution is too well known a fact to be dwelt upon 
at length here. In England some four-fifths of the population are 
town dwellers. In India, on the other hand, six-sevenths live in 
villages. 

The present excessively uneven distribution between city and 
country, with only a negligible proportion^ of the people living in 
cities, is an index of the economic backwardness of the population. 
Ranade, commenting on the progressive ruralization, pointed out that 
it meant loss of power, intelligence and self-dependence. Civilization 
and progress have always originated in cities, from which they have 
radiated into the countryside which, left to itself, has seldom displayed 
the capacity for progressive development.' The p rese nt distribution of 
the population betw''een city and country in India could. be radically 
altered in favour of towns only by the development of industries, trade 
and transport. We must not, indeed, overlook the perils associated 
wdth vast aggregations of population into a few mammoth cities like 
London, New York, Bombay and Calcutta, but the rise of medium-sized 
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Population of Cities 


Percentage variation 


2 g 1901 to 1911 to 1921 to 18 S 1 to 1931 t< 
rr ' 1911 1921 193 ^ ^ 93 ^ ^941 


Calcutta with 
Howrah 
Bombay 
Madras 

Hyderabad (Dn 
Delhi 
Lahore 
Ahmedabad 
Bangalore^ 
Lucknow 
Amritsar 
Karachi 
Poona 
C awn pore 
Agra 
K agpur 
Benares 
Allahabad 
Madura 
Srinagar 
Patna 
Sholapur 
Jaipur 
Bareilly 
Trichinopoly 
Dacca 
Meerut 
Indore 
Jubbulpore 
Peshawar 
Ajmer 
Multan 
Rawalpindi 
Baroda 
Moradabad 
Tinnevelly with 
Palamkotta 
Mysore 
Salem 


488 , 08 ^: 1 , 388,644 ! 

, 489,883 1 , 161,383 

777,481 , 647,220 
739,159 466,894 

521,849 347,539 

671,659 429,747 

591,267 310, 0(X) 

406,760 ' 306,740 

3 ^7A77 ‘ 274,659 

391,010 264,840 

359,492 247,791 

258,197 . 198,078 
487,324 i 243,755 
284,149 ' 229,764 
301,957 , 215,165 
263,100 I 205,315 
260,630 I 183,914 
239,144 1 182,018 
207,787 i 73 ?S 73 

i 75 > 7 o 6 145^432 

212,620 144,654 

175,810 150.579 

192,688 1 144,031 
159^566 1 142.843 
213,218 I 138,518 
169,290 I 136,709 
203,695 127,327 

178,839 I 124,382 

130.967 ’ 87,440 

147,258 I 119,524 

142,768 ^ 119,457 
181,169 1 119,284 

^53.301 I ii2,S6o 
142 , 4^4 I 110,562 
91.644 1 109,068 



- 4*4 

— 0*2 
4-26-6 
4- 3*0 
4- i-o 
-i 8-5 
-14-4 

- 2 -S 
4-17-9 
4-21-0 

— 1*6 
-48*2 
4-11-0 
4- 2-9 

4-i6-8 

4-13-6 

- 1-4 


+ 4’3 
4 - 20-0 
4 - 1-6 

— 19-0 

+ 307 

4-23-2 

4-26-4 

+ 25*3 

— 4-6 

4- 4*9 I 
+ 42-8 
+23-9 
4 - 21-2 1 
4- 0-0 
+ 43*0 I 

— 2-6 ' 

- 8-4 
4- 2-8 
4-12-2 

-II-9 

+ 94*9 
- 12-3 
4- 0 0 

- 2-5 
4 - 10-0 
+ 5*^ 
+ 107*1 
+ 8-0 
+ 6-7 
+ 31*7 
-14*5 
+ 16-9 

- 4*7 

+ 1*9 


+ 22-8 
+ i6-o 
+ 47*0 

+ 52-5 

+ 14*5 
+ 29-0 

+ 14-2 
+ 65'3 
+ 21-5 
+ i 6'5 
+ 12-6 
+ 23-8 

+ 48*0 
+ 3*5 
+ 17*0 

+ 3i'0 
1 + 22-5 
+ 33*1 
+ 21-0 
+ 19-9 

+ 11*3 

+ i8-6 

+ i 6'0 

+ 11*5 
+ 36*8 
+ 14*0 
+ 16-7 ! 

+ 5*3 

+ 40*9 
+ 17*9 
+ 19*2 
+ 33*7 


150.540 

129,702 


107,142 

102,179 


+ 79*2 

+ 50*3 

+ 59*1 
+ 27.0 
+ 158.1 
+ 187-7 

+ 145-9 

+ 96-6 

+ 8-2 

+ 74*4 

+258*3 

4- 82*6 

+ 56*9 

4- 0-4 

+ 119*0 
— 6-1 
+ 1 + 9 
+ 146-6 

+ 46-0“ 

— 6-42 

+ 14. 'S 

+ 

+ 25-. 
+ 69-1 
+ 76-8 

4- 36-8 

+ b-4° 

+ 64-0 

+ 52-4 

+ i 45‘2 
+ 73‘9 
+ 125-2 
+ 6*0 
+ 59*5 
+ 164*8 
+ 77*7 


. towns scattered all over the country would afford all the economies of 
large-scale production and amenities of town life, while avoiding 
the dangers to the moral and physical health associated with modern 
- slums. 

§7. Population according to sex. — According to the censuses of 1931 
and 1941 the proportion of females to every thousand males was 940 
and 935 respectively (954 in 1911 and 946 in 1921). The only British 


With Civil and Military Station. 


' 1891 to 1931 . 
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Indian provinces showing an excess of females over males are Madras, 
Orissa, and the Central Provinces exclusive of Berar. 

The deficiency of females at birth is a universal phenomenon (in 
India there are 108 male children born for ev^ery 100 female childi'en). 
This disparity is corrected in European countries by the higher rate of 
infant mortality in the case of males than in the case of females, ‘ Organi- 
cally, woman is the stronger and not the weaker vessel.’ ^ But conditions 
ill 'India are distinctly unfavourable to female life in contrast with 
European conditions. From the age of 10 and especially after the period 
of adolescence is reached, the death-rate among females show's an ex- 
cess over that of males, contrary to European experience. An explana- 
tion is afforded by the existence of certain social practices. For example, 
the purdah is especially disastrous in its effects on the health of w'omen 
residing in a'ow'ded towns. It is found among comparatively w'eii- 
to-do jMuslims and also among Hindus in those parts of the country' 
where Muslim influence has been strongly at work. But the most 
important cause of excessive female mortality is the prevalence of early 
mari'iages which subject girls to the risks of motherhood at an age when 
they have not yet reached full physical maturity. As the Census 
^Superintendent, Baroda (1901) obseiwes, numbers of child-wives 'march 
from the- nuptial bed to the funeral pile. Nervous debility, consump- 
tion, and the uterine diseases create havoc among them.’ To the strain 
of bearing children too early is added that of bearing them too frequently. 
The maternal mortality rate for India as a whole is 24*05 per mille as 
•shown by Sir John Megaw who made an inquiry in 1933. According 
to the same authority, the rate is nearly 50 per mille in Bengal. * In 
England great 'concern is expressed because the rate continues to be so 
high as 4*11 per 1000.’ Another probable cause is that in India female 
life is held cheaper than in the West, not only by men but by the w'omen 
themselves, and this results in a deliberate neglect of health in the case 
of females, especially during the earlier years. Agg-in^ women workers 
in field or factory are seldom in a position to enjoy the necessary period 
of rest before and after delivery, and the strain of overwork inevitably 
impairs their physique. The unskilful midwifery of the tillage dai is a 
further contributory cause. The proportion of females to males show^s 
a definite progressive diminution from census to census. 

The deficiency of the females in the general population is further 
greatly accentuated in the population of the towns, in contrast with the 
exactly opposite conditions which prevail in Western countries where 
females are largely in excess of males in the towns. This is account-ed 

* P. K. Wattal, Population Problem in India, p, 17. The disproportion of female 
to male children in India, however, has sometimes been regarded as a sign that 
female infanticide has not yet been completely stamped out. This practice is supposed 
to be prevalent, not only among the degraded races, but also to some extent amongst 
respected and reputable communities like the Jats, Khatris, Gujars, Rajputs, etc. 
See Census of India (1921), vol. I, appendix vi. 
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for by the migratory 'character of the factory hands, who seldom bring 
their families to the towns, and secondly, by the relatively smaller em- 
ployment of women in urban industries. The number of women per 
thousand males in 1941 was only 464 in Calcutta and 581 in Bombay. 
(See table on p. 44). 

It need scarcely be pointed out that this shortage of females in the 
towns adversely affects the health, comfort and morals of the workers. 

The percentage of female w^orkers to the total number of females, 
is 55 in India and is comparable with the percentage in some of the 
most advanced countries of the West. This is somewhat surprising and 
may be taken to indicate that the purdah affects only a negligible pro- 
portion of women. It may also be said to throw a sidelight on Indian 
poverty, because in India an improvement in earning capacity is gene- 
rally followed by a withdrawal of the womenfolk from the ranks of 
workers. Prevalent ideas of respectability enjoin that the women of 
the household shall, if possible, not go out to work.' The large propor- 
tion of women workers, therefore, indicates that very few people in the 
countiy’ can afford the luxury of idleness for their women. Their work 
is turned to account, although with reluctance, in order to supplement 
the family income.^ 

§8. Distribution according to age.— The Census Report (1931) com 
tains the following figures shelving the age-distribution of 10,000 males 
and females of the Indian population by 10-yeaidy age-gi'oups for the 
five decades 1891-1931. The principal economic significance of the age- 
composition of a population is the proportion of workers (effective 
population) to the total population. The age-distribution of the popu- 
lation of every country can be exhibited in the form of a pyramid. The 
smaller age-groups, which represent the largest proportion of the popu- 
lation, form the base of the pyramid, which will narrow down as the 
higher age-groups are reached until it will finally taper to a point,, 
because after a certain age there will be no persons living to record* 

^ While it is legitimate to ground the inference as regards poverty on the fact 
that a large number of women are compelled to seek employment outside their 
homes in spite of the existence of strong social prejudices operating against such a 
course, this does not affect the validity of the usual contention that the total quantity 
of female labour is very small in India relatively to Western countries. Again,, 
custom and prejudice keep a much larger number of occupations closed against 
women in India, and this involves a considerable waste of female labour and makes 
the size of the national dividend smaller than it need be. The number of women 
workers is large. But most of them being part-time and casual workers, their 
contribution to the total of paid labour is negligible in comparison with that of 
the male w-orkers. The census of 1931 made a distinction between ‘working’’ 
and ‘non-working’ dependents. A person whose earnings were casual and insigni- 
ficant was now classed as a ‘non-working dependent’ of the family. This distinction 
affected more women than men. The census of 1931 consequently showed a large 
decline of workers among women, many of whom would, according to the classi- 
fication adopted in the earlier census, have been classed as workers. 
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The shape o£ the p)T:amid will differ according to the relative propor- 
tions between the different age-groups in the total population. In the 
ca.se of India, the age p}Tamid has the broadest base of ail countries 
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owing to the very high birth-rate. India has the largest proportion of 
children under ten. The pyramid also tapers towards a point more 
sharply than in the case of any other country^ indicating the inferior 
longevity of the Indian population. There are relatively very few people 
ifi India who live beyond the age of 50. 

The commonly accepted limits for the productive or the working 
population are between the ages of 15 and 60 or 65 in Europe. In India, 
on the other hand, the upper limit has necessarily to be smaller because 
old age and incapacity for work set in much more quickly than in 
Europe. The accepted age-limits in India, therefore, are 13*40. 
The effective or working population of India in this sense is 
41 per cent of the total population.^ In France it is 53 per cent and 
in England more than 64 per cent, taking for these two countries the 
limits of 15-60 for the productive population. Any steps calculated to 
improve the standard of public health and inaease the longevity of the 
people would naturally increase the proportion of the working popula- 
tion. The death-rate has shown a slight tendency to fall since 1920 
probably owing to the reorganization of the Public Health Departments 


^ See P. A. Wadia and Merchant, Our Economic Problevi, pp. 79-80. 
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and their increased activity in the different provinces after the introduc- 
tion of the Reforms. 

It need hardly be pointed out that the age-distribution in the same 
country may vary from time to time. There may be, for example, 
■changes in the normal birth- and death-rates. Again, war, famine, and 
epidemic diseases may alter the age-distribution. A war would reduce 
the proportion of the young. The incidence of famine and epidemics 
is different on the different age-groups. Famine affects children more 
severely than adults, whereas epidemics have the reverse effect. Ex- 
cessive mortality among children wffil in course of time (after some 
fifteen years) be reflected in a smaller number of adults. Similarly, if 
a large number of adults are carried off by disease during the reproduc- 
tive period of life, this will result in a reduced birth-rate and conse- 
quently a smaller proportion of children. Owing to the heavy mortality 
caused by the influenza epidemic of 1918 in India, the proportion of 
the working population to the total population may be presumed to 
have become more than normally unfavourable. While all sections of 
the people suffered more or less, the mortality was heaviest among the 
adults. 

The following table shows, in millions, the distribution of the 
population according to age and sex at the census of 1921. 
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Age unspecified^ 

Total 

1 

24^ 

315-35 

162-08 j 

153*27 


§ 9 . The Indian birth- and death-rate.— The size of the Indian popu- 
lation is determined almost exclusively by the birth-rate and the 
death-rate, both emigration and immigration being negligible factors. 
The annual birth- and death-rate in India are among the highest in 
the world, being 34-3 and 24-9 respectively.^ In the more progressive 


Not in millions. 

The vital statistics in India ats particularly unreliable, especially in the rural 
areas where the persons employed for collecting them are ill-paid and illiterate. If 
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Tiiiopean t ouiitrios die tendency uwardh a. diuiiniuion both oi the 
binh-iau and the death-rate has been stronoly in operadoii. For 
t'xauiplc. in Fnoland and Wales i'or 1891-5 the births- and deaths pei 
thousand were 30-5 and 18-7 respecti\ ely. I'fie eorrr-s ponding iigiire'. 
ioi tv ere 15*9 and j>*o. 

In India no such striking diminution oi the birth- and deaih- 
ratr has occurred. On the contrary, during (eiaain periods an actual 
inciease in bolii is vLsibJa, as will ]>e seen iroin the table beloxr.^ 
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resou <iiU‘ to genera] povc 

rty, which makes fbe pooph^ peculiarly non- 


resistant to diseases like malaria, plague and influenya. d'hc low vitalit\ 


-a fair ailowxmco is made tor ihis fact, ihe llj^urev; for n»,rinal Dirrh- and deatb- 
rate<^ in India would, according ro Professor <ban Cband, be about 48 and 33 per 
mille respectively. See Chand, bidia’s Teeming Millioui;^ pp. 07-0. 

‘ We are indebted to Dr P. V. Sukhatme, Statistician* Imperial Council of 
Agricultural R^^search, New Delhi, for pointing out that the trends of birth- and 
death-rates in the above table up to and including the j-ear 1930 ore not quite accu- 
rate since no account is taken of the annual .increases of population through excess 
of births ov-^r deaths. The net result of this has ?>een that the rates appear in- 
■creasingly larger than they actually are in the years preceding the census year^. 
'For instance, the correctly adju«:ted birth-rate for 1030 is 3^-0 as against 35*99 in the 
-above table. Lik^'wise, the corrected death-rate for the same year is 24*6 as against 
26-85. For tKe years succeeding 1931 no such adjustment is necessary- as due 
-account has since been taken ot the annual increases in India’s population. 

4 
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ol the Indian pcopit^ explains the lacL that at most a^cs ilu.* expLciatlon 
o£ life is lower chan in the European coiinirks. 

‘The average expectation ot a male in England is 55 -f)!: yeans; 
ii is only in India, or less than hail, in tlte case ol tcMiiales 

the figures are lor India and 59 -y, 8 lor England. . . . Foi 

i>?9i the English hgnre for male lives was when die Indian 

iigure was ^*5*34. in 19202, the English figure teeiu up lo 35* (he 

when e\en in tp;*! the Jndian figure, alter having declined to 23 *<)(). 
in 1901 and >till iurrlier to 24*-{2 in 1911, was onl\' 2h-3(). In othei 
words, v/hik the EnglisJiman has added iii/y \ears to Ins jiie in ^;o 
years die Indian has in a longer period ol p) vears jhh on only 

one Near.'* Out ol e\erv jooo j^ersons horn in India, 43 die bti’ort 
TLathing die age ol 3 as against to 13 in the c'oinurie^ ol Avcsiern 
Europe. 

The expectation ol life in Einopean countries geneialh has hecai 
showing a decided imptoeenieiit owing to beater conditions ol lilt 
and greater control o\er the prcNcntible causes of dc'arh ; wiieivas in 
India, ecouoinkallv spiaking. the coiiiUr\ has been ])iaclical!\ at a 
siandsiill. and tiie iinproN cment noted in the case ol Furopetin cotintiies 
has lailcd to a[)peai. 1 he short acerage expectation ol lile in India 

implies diat too main men who have gathered experience and wisdonr 
arc snatclicd away wheat theii ]X)teer to be of service to the community 
is at its liighest. 

The tw’o ouisianding features of the death-rate in India are the 
-high infantile mortality and the high female mortalitv at reproductive 
ages. The infantile mortality is higher in India than in any othei 
•civilized counirv About cmcTilth of the children born die bef<>re tlu'V 
reach the age ol one year, and the infant cleath-rate amounts to one- 
fiftli of the total death-rate lor all ages. O'wdiig to the highlv insanitary 
conditions prevailing in the bigger cities in India, infant morlaliCy 
is especially’ heaw there : lor instance, in Bombay it is 274 pc'r thousand 
as against 66 in London.' ITere wxis a time when in EtirojK' inlanlilc 
mortality wais as liigli as in India today, but in ihei course of the 
present ccntuiw a most remarkable decline lias been achieved, as cam 
be seen from the iollowing table relating to England and A\'a]es. 
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^ Wattal, op.' cit., pp. 71-:. 
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The iollowiiig figures ior infant luortaiiu in India arioul a paiiiiui 
Loutrast. 
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This heavy rate ol infant mortalit% sho'\\s no apprecial^Le abate- 
ij^eiit at all comparable to llie decline that has taken place in western 
Europe, Part of it is attributable tf) the cusioiu of early marriage, 
which impairs the vitality of the mother and therefore of the child. 

. Drugging the child with opiiiin when the mother wants to be has 
for work and also the growing difhcnltx of seairing an adequate supph 
(jf good milk— factors which au- present in an especialh acme lorm 
in large towns though b\ no means altogether absent in the villages— 
arc iinporiant contributors causes. On top ol all tliest causes and 
largeh explaining them is the infiiieiue ol the grinding poveity <.)! the 
masses. The second peculiarity in connexion tvith the Indian death- 
rate is the: excessite mortality among w'omen ol child-bearing age. As 
tve have already analysed the causes of this phenomenon there is no 
need for further comment on it. 

•: 11 . Growth of population.— The actual iiwreyise iji the Indian 
pO])ulation has been slow' irom decade to decade when w'e consider 
the period of the last filty }ears or so, for which census statistics aie 
a\ailahle, the reason being that although the birth-ratt' is high, the 
cieaih-rat(‘ has almost kept pace with it, Tlu‘ survival rate, therefore. 
is~^iow'er than in Europe, tvhurc, although the birth-rate? is much low'er. 
the death-rate is Iowxt still. Between 1872 and 1921 the population 
in India increased by only 20 per cent. The population of 
1911 inn'eased to 18.9 42,480 in 1921 which gives a percentage of 1-2. 
d’he widespread failure of the rains in 1918, together with the havoc 
waoLiglit bv the great inlluen/a epidemic wdikh Aviped out in a fete 
months practically the wliole natural increase in the population for the 
previous seven years\ was responsible for the exceptionally low rate of 
increase during 1911-21. Tim total number ol deaths clue to iufluen/a 
has been estimated at 14 millions. The following table shows the 
irregular movement of the population from decade to decade. The 
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!i.*at iiiLicaNc can be arsived at alici malvin»- allowance for the increase 
j)t area and population enumerated at oacli <e.iisub ,and tor tli<‘ I an 
;.hat tire methods of taking the census have Ijccome progressively more 
accurate. After making due allowance for these factors we arrive at the 
iollowing result representing the real inorease.- 
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Whereas the percentage increase of pojnilaiiou Itetweeep 1870 and 
1930 was about 30 in India, it was (io in Eutope. 

The periods showing an abnormally small rate of inaease in India 
are marked by the appearance of special c.-ilamities like famines utid 
plague, cutting off the nattiral inaease to a very large extent. Thus 
there was a severe famine in south India during 1876-8, and dtniiig 
1890-1900 plague and famine joined hands to check the increase. 

The period of igot to 1911 is described as ona ‘of moderate 


^ The all-India population (exclusive of Burma) in 1041 shows almost the same 
percentage increase over 1931 as shown in the Table, 13. .The level of increase in 
British India was i5-i per cent and in the States and Agencies, 14-3 per cent. The 
•picture is one of general increase except in part of Baluchistan and a few minor 
"States which recorded a decrease. 

C^;nsui of India (1921), vol. I, p. 7 and India in 1030^1, p. 146. 
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agricultural prosperiiy', and population u’ould have- increa'-ed ver\ 
substantially had it not been for the appearance of piagiu and oi 
malaria in an epidemic form which carrieid ofl hu'ge numbers in 
the Punjab and the United Provinces. The decade ol 188 j 10 i8fii 
was the onh period which escaped from any exceptional disaster. U 
has therefore been suggested that the rate of 9-6 per cent muMi b-.- 
regarded as abnormal, and that some deductions must be made if wt 
wish to arrive at the normal incr^a^e of the pt>pulation. Bv 
normal increase we mean an increase that would result if con- 
ditions were neither exceptionally favourable- nor exceptionallv an- 
javourabie. The Census Commissioner for 1921 places ‘the probable 
natural increment in India at the present stage of development, and 
apart from exceptional calamities, at between 7 and 8 per cent in the 
decade This is probably an underestimate. The actual inn'ease for 
ihc whole of India between 1921 and 1931 was as much as to *6 per cent 
in spite of the inHuenza epidemic in 1918 which was hTcl’to have mainh 
afi'ected the population at the repnxlucing age. 

, On the other hand, the decade prior to 19^)1 was cxceptionaliv 
hivourable for an increase in populaton. which actually reached ^^14 
millions. There teas no serious famine during the decade and the 
methods of dealing with epidemics like cholera, plague and htihi 
have been steadih improvino;-^ The ceiu>us of 1941 has levealed an 
ina'ease of almost 50 millions since 19^1 The gi'owth in the huliae. 
]jopnlation in recent times is mainly to be attiihuted to }X)liiical seeiiritv 
rather than to economic development. It the economic development 
visualized in the near futuie as a result of posi-M^ar planning is aftiiallv 
accomplished, the immediate result is like!) to be a substantial de- 
crease in the death-rate tviihout a (orresjjonding decrease in birth-rate. 
The survival rate will consecjuently increase and population will grow 
even more rapidly than assumed, for example, in the Bombay Plan. 
Instead of an increase of 5 millions per annum contemplated by the 
Bombay Plan, the country will probably ha^e to face an increase of 
10 millions or more. 

T 2 . Problem of OYer-population in India,— In India there has been 
much controversy on the cjuestion whether unrestricted niultiplication 
has not been one of the major caiiseN of Indian poverty. The official 
vievv'Tras been in favour of the theory that ewer- population is a potent 
cause of Indian poverty, while the politicians have generally oppo.sed 
the theory because it.s acceptance seemed to exonerate the Govern- 
ment from all blame or rosponsibilin for the undeniable poverty of the 
Indian people. 


' Census of India (ir,>n, vol. I, p 4S. 

‘The improved Treatment (with '.roaniv aiaimony coinp^mn]-, fur i.-Jut dzai ^ 
i-nrrocluced during the decade- • * cm*--, -r.p di'-’-.-a-'r in dr'V". ch -rven ' 

Census of India (193 1', vol. I, p. 7. 
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Ovt^r-j^opulatioii oiav be regarded either a state or as a teiideiuy 
and it i< i:»esi to relate it to the idea ol an ojKinuun population, i his 
lias been exjjlained {ollow’s by Canaan * At an\ given time, or \vhich 
comes to the same thint*. kno^vledge and cirtiinisianccs remaining tlie 
same, there is what niav be called a point of niaxiinnni return, wlten 
the SLinoiint of labour is such that both an increase and a decrease in it 
would diminish ])roporiionate returns .... J*tst as there is a point of 
maxiniain return in each industry, so theie ntust be in all industries 
taken together, Ji' population is not large enough to bring all indnslrv 
up to tltis ])()inr, returns will be less than they might be, and the reinedv 
is increase ol ])opulation : ii. on the other hand, ))ojnilaiion is so grein 
that the ]X)itiL has been passed, returns arc again less than the\ 
might be, and the remedy is decrease population, ^ Over-population 
means a departure Irom the o])timum in the direction ol an t‘\cess ol 
po[)nlauon. 

Increased po}HilaUon means intreasetl labour jjowc'r. which gencral]\ 
t'esuhs in an addition to the total wealth: bin the signihcaui (jue^iion 
i.s whether this addition is proportionate tc) tin* iircrease of population, 
so that die share per head remains at least the same as before. It is iriu* 
that with c\crv mouth God sends a pair of liands. But the (|iiestion is, 
whether the fresh pair of hands wall be able ‘ to pull their own whole 
weight’. When a given population shows signs of increasing in stub a 
manner as to make ns cxpccua diminution ol income per head, wt‘ speak 
of a rendenev to o^'er-po]Dulation.^j When wo have reasons for cxjiecfing 
that if a diminution in existing numbers were to occur it 'tvoidd lead to 
an ina'easc of income per head, we speak of a state of over-population. - 
It is not uncommon to have both the rendenev and the slate existing 
together, and, in the opinion of many ]x*0]de. this is the case in India 
lodav. Mahhus was fundamentally right in his estimate of ih(‘ jiower 
ol human increase and in suggesting that. exce])t under most unusuallv 
favourable circumstances, means of subsistence will not ket^p pace wu'ili 
the growth of population if human fecundity is realized to the lull. It 
has been calculated, lor example, that at the present average ratio of 
increase— which, be it remembered, is hy no means the highest possjhh' 
rate, severely restricted as it is by positive as, well as preventive check^- 
a single pair would produce in 1,750 years descendants equal in number 
to the present population of the world. Such being the ]>ower ol' 
Iruman fecundity, it is highly probable that, given full play, it would 
overtake any concei^’able progress in the aits of wcalth-prodiution. If, 
therefore, the fact of unchcckod procreation is established with reference 
to any old counti'y. this must be regarded as presumptive evidence so 
Mvong as almost to amount to posiii\e proof tliar the country in (|iiestion 

^ K. r.-innan. Wealth, pp. 6}^-o. 
cf. P. S. Ffnr.*ni't‘, , jj, if. 
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is sLiiiering from over-population. Symptoms of over-population are a 
higli birth-rate and a high death-rate— especially infantile death-rate. 

Ill the light of the above discussion we are now in a position to 
consider the question whether over-population can be predicated of 
India at the present time either as a state or a tendency- or both. 

The most imporiani point in this connexion is to ‘consider whether 
-any of the preventive checks to the growth of population are in effective 
use in India. If we come to the conclusion that preventive checks d<i 
nor exist or that their influence is negligible and that population h 
mainly restrained by the operation of the positive checks, we shall have 
made out a strong ‘case for over-population as a present evil in this 
country. 

PreYentive checks. — 'The various preventive checks on population* 
may be classified as follows : (i) Lower marriage (or iinuin) rate due to 
postponement of marriage, or celibacy, (ii) Lower fertility per marriage.. 
(a) Natural : lower fecundity, (b) Circumstantial : absence of husbaml, 
etc. (c) Deliberate : abstinence, * self-control k use of contraceptives, 
deliberate abortion, etc. (iii) Certain social customs and habits: for 
■example, prolonged lactation. Inperganu, etc. (i\) Infanticide. f\) 
i^overty, disease, etc, 

"We shall now discuss the question '^vhether one or more of these 
checks are in use in India and whether their operation is effective in 
c ountcraci iiig the natural tendency of human increase to outrun the 
means of subsistence. 

^14. Marriage rate in India. — The first point to note in this connexion 
is the universal prevalence of the married state iu India. Religion in 
ihe \\'cst irequently enjoins celibacy, but in India its weight is thrown 
into ihe scale in favour of matrimony. Every Hindu ‘must marry and 
beget children—sons if \oii please— to perform his funeral rites lest his 
spirit should wander uneasily in the vacant places of the earth In 
■order to avoid social obloquy all girls must be married before puberty.-* 
Amongst Muslims and Animists, though religious obligation is rvanting, 
•early marriage is eqiiallv common. The institution of the joint 
tamih iurther encourages it. The family resources Ijeing available for 
the support of rlie newdy rvedded couple for an indelinite length of time, 
prudential considerations such as those which often compel postpone- 
ment of marriage in Europe have hardly any influence in India. On the 
•contrary, economic 'consideratiSns promote mandage among' the masses 
instead of retarding it, because the wife is necessary as a household 
•drudge and often helps the husband even iu outdoor work. The 

* cf. Florence, op. cU., p. iS. 

^ Watial, op. cit., p. 23. 

” ‘ If <L high-class Hindu maiden is unmarried at puljercy, her condition brings 
■social obloquy on her family, and on strict reading of certain texts entails retrospective 
damnation t.n three generations of ancestors/ — H. Risley, People of India, p. 754. 
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children arc also put lo -work ol some kind at fhe earliest practlcahle- 
age and begin to pav their wav as soon as possible, "i'hey are not leh 
to be a burden. becaii>e the prevalent standard of life is the lowest cotri- 
patible with mere existence and does not demand prolonged training 
lor childi'cii to enable them to maintain the extremely low siajidard of 
liFe to which they are accustomed. The ultimafe -wastefulness to society 
oi using up its noting life too quickly is not coinnK»nly reali'/ed. atiti 
c\en if such a rcali/ation were more common than it is, extreme })o\crty 
woitld hinder parents fiom I'jLitting their chiklreii through a long couisr 
training and equipping them more efficiently for the l)altle of lile. 

According to the census of 1931, out of the total population of 
:i3^Af;7,778 the numbers of married males and females respeciueU weir 
84,208.467 (47 }jer cent) and 83,607,223 (49 per ‘cent): 86,338,001 (48- 
per cent/ males and 59.608 .(>{3 ('35 per cent) females were inunarried , 
tlie rest were wide wed J 

or all countries, India has liie lowest proporiion oi unmarried foi 
hoih sexes. Child marriages arc common, the age of marriage being, 
somewhat higher for boys than for girls.- In spite ol [jrovincial xaria ' 
lions ihc marriage rate in India is extremely high cojupaiecl teiib tliai 
in Europe, the figure for England and Wales being taken as represcnuuivc 
ol Tresiern Europe generally. 'Of the 48 per cent of the total rualc 
p{>pulation tehicli is uiimaiTied, slightly more than tbvcc-fourtiis (77- 
per cent) is under the age of 15. wdiile 91 per cent of the total Icnialf 
unmarried population is below that age. At the rc^prod active period 
15-40, the proportion drops down to 5 per cent for the unmarried female 
papulation, w’hereas it is 36 ]>er cent in England and Waits/* 

There has been in recent times a tendency in favour ol postponing, 
the age of marriage in the case of both males and females. Bui this^ 
is confined to the cxlucatcd classes wiio arc numerically insiguificant ; 
it has not yet touched che masses* Moreoi^CT, the tencleucy towards clefcT - 

‘ hi llotirtr'.. liiL propi-rtion tif marrlefl mcks apjjtars higher ih.'ui the pro- 

portion of married females, whereas previous censuses show a higher proport itwj od 
married females than of married males. Dr Hutton suggests that at tlio loii-'Us of 
i93i a large number ol married females (a])out one and a quarter million) wc‘re re- 
turned as unmarried for fear of prosecution under the Sarda \t't whiLh came i»uo 
effect from i April 1930. 

" The Child Marriage (Sarda) Act fixes the of marriage for girls at 
While the measure is welcome as a beginning, its effects from the point of view ol 
numbers are entireh negligible. Unfortunatelj* this is also a case of law being 
in advance eff public (.ipinion, and eva«.ions of die Act are far loo common. The 
position would be easier to tackle if the Indian Slates were to come into line witli 
British India and pass similar legislation. It must however be remembered that the 
strictest enforcement of the Sarda Act will not help much in reducing the rate of 
population growth, because the most fertile period for females Is 15-20 and during 
this age-period only 13 per cent of Indian girls remain unmarritd, a state of things 
uhich win not be changed by the Sarda Act. 

P. K. AVattnl. op- ciL, p. 24. 
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ring marriage*, in ^o lar as u seen at ail, is more marked in liie case 
oi males than ol leniaie>. Postjx meuient oi marriage, ho’vve\ er, is far more 
efFectue from the point of of restricting populaiion if ii applies 

to girls rather than to hoes. another point of view again it is 

a c[uestion whetfier postpon-eineent ol the age of marriage, unless it is* 
Aery considerable. Avill nor in the net result tend to increase rathei 
than diminish population. Tlhe banelul cftecr.s of early marriage on 
the physique of the married coupie. especially of the wife, keep down 
the leitilitA, which trill tend to increase with the increase in the age 
of marriage. Another evil a5iso(!ciated with earlv maiTiage is pre-puberu 
intercourse. This practice is stud to be more common than is generally 
recognized. H\ inflic ting serious, plnsical injuries on the girl-wife it 
causes diminishtd ferlilitv. "While the abolition c)f the custom of early 
marriage ought to br one of the most importani items in any programme 
f>l’ social reform, we must noa hn'get that its net effect might eery 
well be a more rapid increase of population unless the average age of 
marriage, particularly in the case of women, is \ei\ considerablv raised 
and unless other checks come into operation. 

^Ve may (conclude, then, that the check to tlie grownh of popuiatioir 
due ro abstcniion from mturiasT or its ptrscpontmein is practically nou- 
’ existent in [ndia, and animal iasiiiut lociificd b\ Ncini-religious sanctions 
is alknved full plap ft is. tlurefcn't, nc>i Mirpi'i>ing that tiie Indian 
birth-rate is one ol ibe bigliesi \n the cv oriel. 

? 15 . Lower fertility: m; Bm in spile ()f the immensely 

higher birth-rate, tlu ellertive siicrease oi popularmn in India is much 
lower than in European coiiiitrie*^. the reason being ihe A’ery high death- 
jatc in India, h is someiinxs stated, however, iliat part of this result 
is to lx* attributed to tlie inferior lecuiidity ol Indians. The ferlilitv 
in the case of married tetjmen of reproductive age in India is calculated 
at ibo per thousand as against 196 per thousand in England ^ and this 
is cited in support of the theory that progress in civilization is attended 
Auth increase in iecuncHcv.- It is necessary to distinguish carefulK 

^ .See Carr-Sausider.s, 7 he J*opiila fion Problem, p.' 67. 

' Confusion often re-ult> 10 failiirn to cUffer-ntiaie carefully between 

fecundity and fenility. When for e^iamplc, ic is said thc^c ftcundity is greater 
amongst the Muslim^, than amurgsx tlun Hindus, rhe actual reference is to the fact that 
the Muslims are increasing I'a^ti r tJie Hindu-. From this aione the higher fecun- 
diU' of the Muslims cannot be inferred. are a number of other factors which 

afford a sufficient explanation ol the higher rate of increase amongst the Muslims, 
such as the relative w eakn*-.-- of rh._‘ custom of •rarU marriage (which is injurious 
to health and therefore lessens ferlilitv), the prevalence of widow-remarriage which is 
probably more frequent Musir:in> than among Hindus, I he absence of hyper- 

gamy, etc. The greatt r rate of incr*ease oT the Mu.='iiTn population revealed by suc- 
cessive censuses may also be pai'tly due to the conversions from Hinduism to Islam 
and further, to the fact that ftirr religion.- like t'hri.stianity are able to effect a larger 
number of conversi*.tn^ 'I'ruin tlu uiMv-iidden Hindus than from the Mu;,lims. The pos- 
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betuecn i'eciiiidity aiul icriiliu. Fecundiu is used in ihc sense oi power 
<ji repioductioii and is taken to mean the actual dci^ree ol 

reproduction. The suttenicni that Indian fetuncliiy is low docs not 
mean that a sinailet' luiiiiher oi children in jjtopottion to the total 
]:)opulation is horn in India ever\ \ear, lot this is notoriously untrue*, 
bur that, other things being the same, an fadiaii wonnin during her 
leprodtictive period is capable oC prcxluciiig a smaller number ol children 
thaiu say, an English woman. Howetei. in England the jjower ol re - 
production is not realized lully because celibacy *uul |jostponenient oi 
marriage are iar more ccjnmioii than in India. Hence the laca oi a 
higher birth-rate in India is not incompatible with the tlieo)'y that 
Indian Jecundiu is lower. 

It is argued that tins dilierence in krtilii\ caimot be c'X])lained 
tmiireiv bv the i)re\aience of early marriages in India : for althouglt 
it is no doubt one oi the important causes lediicing fertility, the 
widespread use oi pre^cnli\t. checks in Europe must be granted to be 
Iar more effective in ihi^ sense, and the smalk'r lerlility in India (ia*. 
numiter oi children per woman) must, therefore, be pin down to lower 
nariira] lecundirv ol the fnclian as compared with the European racers. 
Howevet', thi' tlieorv which associate's increase ol recundity wn'th 
advance in ci^ ili/ati(>u is of the naiiirc ol a meu* h\]>otliesis not \er 
Mifhcieiitly verified bv iinimpeacliablc evidenvee. It seems to run counter 
to the wncielv ac(e])recl notion that lc<aindil\ decreases wffth iiierease in 
ini dice uial de\elopment and material betU'rmcmt. 

(b) CirrunisUntfinJ.—Vrohm^vd separation ])etween luisbaucl and 
Avile max occur sontetimes : lor example, oxving to lailuve of the rains, 
the Inisbaiid xvanders axvav from his family and tttav' be absent from 
his home lor months logeihei. Bui this phc’uomcnon is so occasional 
that xve need not stop to consider its c'Hcci in iltc' direction ol 'lower- 
ing ierrility. 

(() Drli hr, {rir.— \\oyA\ absiiiiencc* in tile Malthusian sc‘iise is c'c*r- 
Tainlv not practised u) anv appreciable extent and the same remark 
applies to the modcTit iieo-Malthusian dev'ices. ritere is reason to 
believe' that ihev aie gradiialh coming into list' among the upper 
middle classes in the ])ig cities and a wader spread (ff their ust' max 
be nmic'ipatecl in fiutire. ( But at nresent ihc'ir inhuemi' in (hocking 
ihe hiith-rate in India is practicallv nil. 

I^eliberate abortmn is vrill practised to «)mi exu'iir. but the iaxv' 
xerx pnjperly regards this jn'acrice as highly 'criminal and its infiucuc'e. 

<tbtliiy of cr^nsu-- figures being inflated in favour of tlio Muslims in 1931 as well as 
in iq^t must also not overlookod. In boycotting iho rarlier Cf'nsus the Hindus 
:is ,'i wlmif' took gr*^aror parr than jlie !\IusHms, while In TO41 for various reasons 
fof which official partiality is suspected to be one) the Muslims were more successful 
than the Hindus in securing over-enumeration. Since the great majority of MuvSlims 
are racially rhe ^ame as Hindus, one must be careful not to accept loo hastily the 

Thar ^tustims are more prolific than Hindus, 
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^u(h ;is it happens lo be at present, in pre\ eiiriug the niaxiinum incr a^e 
oi population in India is rapidlv on the ^rane.^ 

Social customs: prolonged lactation, etc.— i'he habit oi prolonged 
suckling is common in India and in jiopular opinion, supported i)v 
medical testimony, it results in (increased conceptivity. In Europe, 
iniiuenced by ideas ol pre^ervation ol beaiuv. the mother sometimes docs 
jiot iced the child at the breast at all ; or il she docs, the child is weaned 
much sooner than in India. According lo medical authority, lactanon 
]>rolonged beyond nine months or a year is hannlul both to mother and 
<hilci, which is another reason wh\ it is avoided bv the European nioiltei. 
Bm the geneial ]j*revaleiut ol’ tin. ]3racii(( in India must i>e recognized 
as an appieciable iacior tending to restrain the growth of population. 

W'e have alread% remarked abo\e ilnit Aoluntarv abstention Iroin 
nut r{ourse in married liie with a view to checking multiplicaiion is 
.dmost eniiiely absent iii India. Tlicre are, however, ceitain religious 
itt jiiiu [ions whicli rrsiilt in (omjnilsc)r\ abstention at certain periods, 
ior c'vample. Mann enjoins separation fioin the wife at new and lull 
moon. Owing to various modern influtn'ces the faithful observance ol 
-^uch rules is ])ecoming less and less comme^n. But even otlierwisc. the* 
rules do not I'equire jn'olonged abstention and their practical ehect 
is aitogetluT negligible, 

dlie custom ol hvpergamv is still prevalent in some parts of India, 
tor example, in Eastern Bengal, and must to a cc'rtain extent 'check 
population. It forbids the marriage of a girl with a man of social 
•gioii]) ecjiial or inferior to hers anti forces her to marry a* man belonging 
lo a superior group. 'The number of bridegrooms belonging to the 
upper groups being limited, ihev become the objects of keen compeii- 
lion which leads to tlie evils of high dowries, wholesale polygamy, etc.- 
I'he ban on widow-remarriage bv which more than nine million 
wotnen of child-])earing age in India are 'socially stcrili/ed ' must 
l)c regarded as a not negligi])lc check to the growth of population. If 
’vse suppose tliat it becomes sxuldenlv inoperative the rate of grciwrh 
will Iw incrc'asc'd i)v about 6 per uxxo.’’ 

^ Aburiiun, >.o far as ir is resorted to, is u.sed more for conc*^*aliag crimt^ .and 
preventing hiegiiimait' births man a.s a wfdt-rt'oognizr-tl t</leratod by any largo 

action of pu'hlic opinion to rr strict logitimaio births. 

“ ‘ I know of two Kullnb. <nie uf whom manned bixty wivt-s and the uclier had 
upwards of n hundred; each of these men had a hook in which he entered the names 
of the bathers of th* wi\>i.^' married.. At the ciJinmencemc-nt of the cold weather, be 
would start on his connubial tour with hi^ nK-mo. book, <'ind after collecting monev 
from each wife visited, according to her father's circumstance.'?, return home at the 
beginning of the summer to spend tin- rest of the yr*ar'in his village.’ — Babu Ahhaya 
Chandra Das, quoted Ijy Risloy, PeopJt^ ot India, pp. ifid-y. Kulinism dues not at pre- 
sent prevail on .such an outragrsms scale, but it is nut altogether extinct. Risley 
on to refer to * a modern develupm-mt uf Th»_^ principle of hypergaray which has 
arisen Ironi the demand for graduate hiKbands in the marriage market of Bengal 

^ Gyan Chand, op. cit., p. lao. , 
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Infanticide. — la extremes causes the dilhcultv oi clisj>osing oi a gii i; 
in marriage in the manner prescribed leads to female infanticide, 
The social and religious obligation to marry girls before puberty makes 
the birth of daughters generalh unwelcome and is one of the causes^ 
of the neglect of female children, and the 'custom of hypergamy where 
ever it prevails makes matters worse. But actual female infanticide ^ 
as a regular rustoni is on the wane like deliberate abortion, and the 
combined force of law and public opinion may hc: expected before 
long to destroy even its vestiges. 

Poverty and disease/- — Wc ha\c already alluded to the probable 
effects of po\'ertv itself in limiting the birth-rate by impairing j>hysical 
vigour. Poverty, however, is generallv recognised as a cause of inv 
providence and recklessness in breeding, though it acts as a discourage- 
ment to marriage, which is often deferred reiuciantl\ because t)[ the 
absence of means to meet the neecssarv expenses. As soon as. the fman 
cial position is improved the \cr\ first opportunitv is taken to perfornr 
the postponed ‘ceremr)ixy. 

xMalarial fever, from which hardl;v an\ part of’ India is entireh 
free, is unfavourable to tvrtilitw as women at the reprodiicri\'c ages arc 
i)anicularly liable to ii. 

SI9. Conclusion, — Wc haw consideied above the extern to wliiclr tin* 
different preventive checks— \oJuni ary as well as involuntar operate at 
the present time in India. But the high birth-rate indicates clearlv 
that the combined effect of all these checks is snjall. Some of thun 
like infanticide and abortion, are on the wa\ cxomiion and others, 
like earb marriage, liypergatns and prohibition of widow-remarriage*, 
will lose their force wath tlu* progress oi social v( lonn ancl gc-^neraf 
enlightenment. The removal or cveakening of the* preventive checks, 
unless it is balanced ])y the advent of netv checks, will obviously ac- 
centuate the tendency of population to outrun the meam of subsistence, 
Xiiei e is an inverse correlation between the positive and preventive 
checks , in the absence of prudential methods c>f equating populaiioiv 
with means of subsistence, natures painful methods come into 
(»peration. It is hardly open to doubt that India is paying the penally 
oi unchecked procreation ‘so that the superfluous millions go down 
to fatten the tired earth which coidd not fatten them \ It is nor 
denied that the high death-rate may be partly due to the inadequaev 
of public hygiene and tfic general ignorance of the laws of health, Imt 


^ In thP Punjab * ccHMlitions aro prol^ably betwr than thr> uere twenty vears 
a^o, but there are still Jats and Rajput? w'ho would rather see their daughter? dead' 
than marned beneath their station T.. Barling, The Ptmjah Peasa^^1 Pro.- 

pertiy and Deht^ second edition, p. 56. 


Poverty and disease are gem-raHj classed under positive checks, but liere thev 
hov.-_ been incluyd under preventive checks because wc are r.on.sidering their eBoct.s’ 
ror in cutting clown actually e.M'sting numbers, but in checking further additions in 
numl^ers. 
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'jvcn the^ie are ukiniately tra'ceabJe to po\crt}. Ii i\ bcarcdv iin 
-merstaiement to sa\ that 90 per cent ol the people ol- India are livin^a; 
constantly in sight of the hunger-line. This acute poveriv is undoabt- 
ediy the principal cause ot the hijjli morralitv among infants as wJl 
.as adults. A large number ot intanrs die because they are ill-nourished: 
•and in the rase ot groiv’ii-ups, chionic underfeeding and consequent 
low \itality make them an eas\ prev to disease. The terribh heaw 
Tuortality during tlu‘ inliuenza epidtmir of 1918-19 was xiue to the 
low power of resistance of tin* Indian population, itself the result of 
.poverty. 

Jf ne^v lives aie being ])i ought into existence without restraint and 
the available means do not permit oi thrir being niaintained, this 
•evidence of o\ er-population: and this is broadiv the position oi things 
m India. A high deaih-raie largely attributable to poverty nm bt 
looked upon as the arid test of o\er-popuiation. The absence of 
efifecti\‘e preventive checks, taken along with the great power of hiiinan 
lecundity, makes it highly probable that India is over-populated and 
that taking into account the present conditions and the possibilities of 
advance in the near future, it w’ould be a better country for its people 
to live in if they bred at a considerably slower rate.^ 

T 20 , Oyer-population and national income. — The calculations of 
national income made from time to time in this countiy seem to show 
a small but steady increase of the income per head. If the population 
is increasing and if at the same time national income is also increasing 
at least at the .same rate, how- can we talk of over-population ? One 
^vay out of the difficulty is ])oldly to question the accuracy’' of the. various 
estimates, hitherto attempted, of the national income in this counti'v.-' 
The estimates are all more or less conjectural owung to the absence of 
accurate data. Vincent Smith cannot be suspected of any bias against 
British rule, and yet the most that he ‘can say is in effect that the 
lot of the people has improved in some respects while it has become 
wmrse in others, and that on a balance there is some slight advantage 
in favour of the present times as compared with the days of Akbar.'^ 
As stated by Moreland, * there has been no gieat qualitative change 

^ In spite of the validity of this general conclusion we believe that, in view of the 
vast extent of India and its endless variety of climates, races and natural resources. 
The study of the intricate problem of over-population would be more enlightening if 
■undertaken on the smaller scales presented by the district^; and provinces. A regional 
approach to the problem has been recently attempted by Mr N. V. Sovani in his book 
The Population Problem of India, 1942. Again, owing to the caste system and other 
■peculiarities of Indian society, there is an unusually large number of non-competing 
groups, and tlie examination of each separate group, caste or profession "would give a 
more valuable insight into the nature and extent of over-population than the bread 
general survey which alone we have found possible to attempt here. 

^ See vol, II, ch. iv. 

^ Vincent Smith, Akhar the Great Mogul, pp. 394-414. 

* W. H. Moreland, India at the Death of Ahbar, p. 27#. 
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A lit improvement in die ec{)noinir condition oi the people is uol ^r• 
obvious a fact that he wiio runs may read it. E\eii he who is not in a 
hurrv and takes time to scati the letters closeh. as often as not read^ 
tlegradation instead oi improvement. 1 he standard offieial reioit t<i- 
this is that for their persistent ptweriy the people iliemselvfcs are to* 
hiamc, because ihtLS breed much lasier titan can be .2;ood for thcTii. 
This, however, trits to explain and not to relate the ]n'opositk)u that 
tlie condition oi the people has not chant>ed lor the better. sa\. durinu 
the last sixty sears. 

Another way out oi tiie (liffuidu is to adtnit the impio^einciu in 
economic position, but to hold, at the same time, that the improvemeiii 
would ha\e been much greater il the population had been sinallet 
and if numbers had bten kept down by deliberate restriction ol births 
rather than by the operation of the ^arious positixe checks. W'e me 
inclined to hold tliat this \ iew is in consonance with the real lact^ 
oi the case.^ 

ii'Jl. Positive and preventive checks. — \\'e must here wiirn ihc nadet 
against supposing that it is a matter of incUlfcTcnct^ ivhethcr a given* 

1 eduction of population is brought about by the p}eventi\e or tlu 
positive checks. What is re(|aired for the aitainmeiir of the liighest 
standard of comfort is not merely the resirictiou oi the populaiion 
to the optimum niimher but also the retention of the prodiiclivc 
cHiciciicy to which the optimum number is related. iNaturcN iniCthods. 
are clumsy ; and quite apart Iroirt the immense human sufi-ering 
which they entail, we must remember that although a great naturnl 
calamity may succeed in pruning off an excessively exuberant grtnvth 
of population,' it may lea\e the survivors demoralized and exhaiislied ; 
and the consccpient economic and social disorganization may be so 
serious that the second state of the society subjected to such an ordeal 
may be infinitciv worse than the first, and witli the decrease in numbers 
thus brought about may go an increase ol misery and poverty, ft is 
lor this reason that from the economic point of \*icw. preventive checks 
mr to be preferred to positive 'checks as a remedy ior tlie evils ol 
over-population: in fact, we mav say that positive: checks seldom cure 
tile disease: they are more apt to aggravate it. 

The fact that population in India is increasing at a slower rate titan 
in "^VAstern countries is sometimes put forward as a refutation of the 
theory that the country is overfull. The actual small increase, however, 
does not necessarily point away from over-population, ^ We must al.se> 
prove that wealth has increased at least in the same proportion, and that 
the per capita income would have been lower with a smaller rate of 
increase of the population. , Secondly, we must consider whether the 
p)pulation is being restraincel from growing faster by prevenUN'e or bv 
positive checks. ^ We know that the latter have so far been in almost 


§2^ bftlow. 
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exclusive possesion ni i.he field in India, and tills, a') vve havc explained 
abov'e, makes a slow iiicroasf- or even a positive decrease oi population 
quite consistent with the deterioration of the ect'Jiiomic position ol iht 
people. 

'‘J'i. Other remedies than deliberate check of numbers. — in advan- 
cing the view tiiai India is over-populated we must not be supposed 
to hold that the countrv is not capable of acconnnodating larger lunnbers 
if and when its resources are properlv developed. It may plausil)lv be 
argued that whik‘ economic dev'eiopinent has aireadv reached 
meridian in the A\Vst, it is only near the cot k-ci owing nr the morning 
star in India. Industriali/ation has scare oh vet begun, and the point 
of niaximuni returns in industries is so disraiit that it may, for practical 
purposes, be regarded as capable of iiideiinite approach. A .simiiai 
consideration, it mav be said, holds good ol deveiopiuciu ol transport- 
shipping, etc. Even in agriculture, the possiinlities cspecialh cd intensive 
development and irrigation are still lar iroin being exhausted. Again, 
apart from increase in the production of wealth a }>etter distribiuioif 
of wealth might enable to larger population to be Inaiiuaintd at the 
saine or even higher pitch oi welfare. The population itseli mav be 
,more eveniv distributed ; the surplus population in highly congested 
districts may he drafted to those parts which are too sjjarseh populated 
lor proper deveic>pnient. Lastlv, cmigiation to other countries mav 
he resorted to ior relieving congestion. 

Limitations of these remedies. — W'e must not, liowcver, over- 
estimate the possibilities of ultimate relief in any of these directions. 

Even if we ignoi'e the existing obstacles and assume the certaintv 
of rapid industrial advance in the near futui'e as a result of bold 
]>lanning and vigorous execution it is unlikely that the grownh ol 
industries will require larger numbers of men than arc aireadv availal^le. 
Coven conditions under which there are practically no voluntary checks 
on the growth ol the population. ])opiilation mav be expected to outstrip 
all possible demand for it. XatureV ruthless checks to population 
may not come intr> operation if all additions to population tliev 
o:cur arc readily absorbed by the expanding economic resources. Such 
a (dienomenoii otciirs sometimes, especiallv in newdv settled countries. 
fiLit even then lasts lor onlv a limited period.^ India, however, is not 
a new country nor are ihe oppoi tiinitie-s. however optitiiisiicallv viewed, 
comparable, for example, to those of England on the eve of the Industrial 
Revolution. The eiiqdovmcnt of the surplus ]:>o]mlarion in industrial 

^ Another aspecr of ihi matr«T -s brought nut in the follc*\ving quotation : ‘ I am 
inclined to think that larger capital accumulations permitting tlie use of scientific in- 
dentions have been of ‘chief importance (in bringing about increa=*ing' returns in large- 
scale manufacturing industries) ; hut even if large numbers of men were shown to 
be necessary, starisiician should inquire whether internal and must of the ex- 

ternal econumies an? not obtained through the large numbers employed in individual 
organizations', markets, or to'csms. For if this were the chief condition of increasing 
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activity 'can oiih pio\c a pmnanem ii ih increase ai 

population br limited not oni\ to the food prothic.ibio but also lo tiic 
saturation point oi the demand ioi industrial laljourh iSt.t' ^1 i aboxe.j 
:24. Scarcity of labour as ait argument against over-population, — Oiu* 
ol' the usual aigurnents against o\er-popiihii ion rests on die alleged 
scarcity oi labour ielt in iiodi agiitulnirt and inditsirx. i his is niei 
bv pointing' out that the im}n'ession ol a scarcity ol laixiin lor agi i^: uluii c* 
is created by tin. iini dial the demand ibr it is )jart i< uiurly iiHeiisc' 
during 'Certain brict: periods ol die yeai , siuh as die sowing ^ntl hai'iesu 
ing' times. Il is lorgoiteii that during the rest ol the veai laboiu is 
in a condition of enforced idleness. Ehe rchuiit' sc are it\ during ilu- 
busy agricultural season must ahva\s ha\e been leh, ihougii the leeling 
lias become more \ocai in recent times. Agricuh uval areas in t!ic‘ 
vicinity oi: towns ba\c probabh real grounds for i oiuplaiiu'ng ol a 
growing shortage ol labour owing to tbe lact that jian oi tin' labour 
torce attracted Irom the \iliagc into the towns is permanently lost to 
it, or that all of it is not available just wdicn it is needed lor agricullmat 
'Operations. This, however, does not apph to the many rural aruKs 
remote from the totvns. The idea of a universal sc'arcitv of agricultui'al 
labour is difficult to square wdth the ('ouunmily a'U'e])te(l tht!ory dial 
the pressure on the laud is increasing and that moi e )>eo))le arc quartered 
on it than it can comfortably supporiA The Agricultural Commission 
give it as their considered opinion that ' in no province, except jiossiblv 
in Assam, is there any indication of a scricxis general shortage of 
labour’.- As regards the shortage of labour in industries, this again 
is more apparent than real. It is not that labour is not available, 
but that the enormous difficulties of housing in the cities, together 
with the insanitaiT conditions generally prevailing there, act as effective 
deterrents, and prevent much of the potential supply of labour from 
being tapped. , Nor there any proper orgakii/aiion in existence for 
overcoming the conservatism and the ignorance of tin' people, manv 
of whom eke out a miserable existence from the soil though ther.,' 
may be a reasonable prospect of their bettering tliemselvcs by }>exuianent 

returns, it would be the inore.ist:- in ihe aveiagc nLimb*'‘r^ ^mptuyod p»-r industrial 
'establishment, organisation or locadiiy. nul th*'' iiicn.^ast* in ihc workers within 

a whole industry, that would offset diminishing rt^turn in agriculture. Increase in 
population might not imply, of and In it'^elf, any increasing return in industry at all.’ 
— P. S. -Florence, ,op. cit., p. 15. 

The real difficulty is that to cultivate on anything like rcononiic lines the number 
of indh iduals that can work on a given area of ground is limited ; nnd though the 
food product may be ample for many more than that number, a large Increase in the 
population must either lead to" excessive subdivision of the areas cultivated, and so 
diminution in production on account of uneconomic holdings, or vjn the other liand, 
to a floating population which is nor engaged in agriculture and which has nothing 
to exchange with the producers for the food which it requires .’— of India (1931), 
vol. 1, p. 31. 

■* Agricultural Commission Report, par. 506. 
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«emplo) ment in the towns. Again, a considerable portion ot the demand 
for labour is for skilled labour. The remedy would seem to lie rather 
in providing the requisite facilities for training labour for modern 
industry. Lastly, demand always means demand at a price, and the 
price offei'ed to the labourer for his labour may not be sufficiently 
attractive. It cannot be denied that both in agriculture and industry 
there is considerable maladjustment bettveen the supply of and demand 
Cor labour, but it is open to grave doubt whether the remedy is a faster 
increase ot population. An increase in the number of labourers in itself 
may compel them to accept employment under conditions of worlt and 
wnges ’^vhich are unwelcome and which they are on the whole in a posi- 
tion to refuse at present. The situation may become easier for the 
employer, but the labourer Vvdll suffer. A certain limited class of people 
may gain temporarily, but the nation as a w'hoie ^vill be ivorse otf. 

?>2o. Agricultural development. — The possibilities of agriculture, al- 
though great, are not unlimited and not altogether easy to realize.^ 
There ai'e still undeveloped tracts waiting to be put under the plough. 
But, for the most pai't, fertile lands have already been occupied and 
those that remain unoccupied are comparatively less fertile and, in any 
case, would ordinarily require an expenditure of capital not within 
the means of the average cultivator. The possibilities of intensive 
cultivation are limited by subdivision and fragmentation, the Indian 
peasant’s indebtedness and lack of capital resources-ydefects which cannot 
he removed all at once. Again, the adoption of the most up-to-date 
methods in agriculture can come only gradually and, moreover, even 
with the new methods, we must expect that the la%v of diminishing 
returns will come into operation sooner or later, for experience so far 
does not warrant our confidently expecting a succession of epoch-making 
improvements in agriculture which will hold the tendency to diminish- 
ing returns at bay for an indefinite length of time. The development 
of agriculture is bound up with irrigation and, since large portions of 
the country present insuperable difficulties for irrigation, they must 
be content to depend upon the vagaries of the monsoon and cannot 
hope for any striking improvement in their agricultural position in the 
near future. 

§26. Relief from inter-provincial migration.- — As regards the possibili- 
ties of a more even distribution of population between the different pro- 
vinces, apart from the exaggerated estimates about the capacity of tracts 
at present sparsely populated to maintain a larger population, the diffi- 
culty of shifting people from overcrowded areas to others in need of 

^ ‘India, a predominantly agricultural country, with a density of 195 persons 
per square mile, is supporting a larger population per square mile than the highly 
industrialized continent of Europe, with a mean density of 127. or the United States 
of America, with a density of 41.’ — Wattal, op. cit., p. 10. 

' See §33 below. 

1—5 
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inhabitants is too great to be lightly set aside. Language, ideas, mode 
of living and climate var\ so much from province to province that an\ 
T\iioiesaic movement of the population between them cannot be ex- 
pected. The natural love of iioine and familiar surroundings is further 
reinforced by the ignoiance, -coiiser^atism and unenterprising charactii 
of the people. Admitting that there is considerable room lor expansion 
in provinces like Assam, at best they can absorb only a small 2:)orLion ol 
the surplus population on land in the belt stretching from Madras pro- 
vince east and north through Bengal, Bihar, and the Ihiiied Provinces, 
^vhich stands most in need of relief.^ 

? 2 T. Relief from emigration.— To expect any appreciable relief from 
emigration to other countries would argue inexcusable ignorance ol 
recent developments, particularly in the direction ol national sell- 
sufficiency, and also in the policy of the British colonies on the 
question of the immigration of Indians. It is true that Indian labour 
has created new colonial values and made whole regions of the British 
Empire into paying assets, but this does not prevent Indians being 
now unwelcome everywhere. The altitude of the colonies together 
with the political helplessness of India makes it quite clear that Indians 
must work out their economic salvation mainly within the borders of 
their own country (see pp. 76-9). , ‘ ' ^ A .. 

§ 28 . Population and production. — In all ejuestions relating the prob- 
lem of over-population in India the position of the food .supply in 
the country generally figures in a prominent manner. India does 
not normally depend on foreign countries for the supply of food- 
stuffs to any significant extent (except on Burma for rice), and the 
variation in the amount of food raised in the country has an obvious 
bearing on the extent of the pressure of population on the means of 
subsistence. If we can prove that the food supply is increasing, at 
least in proportion to the increase of population, we may say that there 
is no over-population, at any rate in an extreme form. The statistical 
evidence on this matter, however, is contradictory in chaiactcr. K. L. 
Datta in his Prices Inquiry Report tries to make out that during 
1894-1912 the area under cultivation, and especially that devoted to 
food-stuffs, lagged behind population. This conclusion was not ac- 
cepted by the Government of India on the ground that Datta’s data 
were largely conjectural and uncertain. They argu)ed that area under 
cultivation and food supply had both kept pace with population owing, 
e.g., to extended irrigation. Dubey, arguing in 1920, gives figures show- 
ing that there is a total deficit of nine to ten million tons of food or 
of about five million tons if we include the amount exported annually. 
This, while indicating a present shortage of supply and therefore a state 
of over-population, does not tell us whether the position is better or 
leorse as compared with ju'evious years. On the other hand, the com- 


^ A^rhzijfural Commission Report, par. 500. 
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plaint, accepted as weli-gi'ounded by many, that the pressure on the land 
is growing, lends itself to the interpretation that increase in the produce 
of the soil is less than proportionate to the ina'ease in population. 

In his book, Food Planning for Four Hundred Millions (1938), 
Dr Radhakamal Mukerjee estimates a food deficiency for 12 per cent 
of the population in a year of normal harvests. Mr P, K. Wattal in 
his Presidential Address at the All-India Population Conference (193S) 
shows that during the period 1913-14 to 1935-6, while population in- 
creased at a rate of nearly one per cent per annum, crop production 
showed an average rate of increase of 0-65 per cent per annum. This 
suggests that agricultural production in India has not kept pace with 
the growth of population. Professor Cyan Chand has advanced a similar 
vie^v and calculates that while the cultivated area has increased by 11 
per cent, population has increased by about 21 per cent between 1900 
and 1934.1 

Dr F. J. Thomas- approaches the problem from the wider stand- 
point of the relation between population and production. He argues 
that between the biennial periods 1920-1 to 1921-2 and 1930-1 to 
1931-2, while the increase of population was 10*4 per cent, agricultural 
production increased by about 16 per cent and industrial production 
by 51 per cent. Taking a longer period of 30 years (1900-1930') he 
arrives at a similar conclusion.^ During these 30 years population 
ina'eased by 19 per cent, but if we compare the first (1900-1—1904-5) 
and last (1925-6—1929-30) quinquennia, it is found that while popu- 
lation increased by 13-5 per cent, agricultural production increased by 
29 per cent; and industrial production increased much more rapidly, 
viz. by 189 per cent. Thus whatever period we take, there is no indi- 
cation that population has outstripped production. His statistical 
study, he claims, shows that production has been keeping pace with 
population and in some lines— e.g. mill industry, commercial crops, 
etc-^it has ina~eased at a much more rapid pace than population. All 
this progress has been kept up during the world depression— that is a 
significant fact— and if the condition of the masses does not bear this 
out, it muse be due to some inequities in distribution. 

The main difficulty in arriving at any definite 'conclusion on this 
point is the lack of accurate and reliable statistics of production in 
India.^ This applies particularly to the official estimates of crop 
outturn based on 'crop forecasts, which either under-estimate or over- 
estimate— Dr Thomas holds that it is generally the former— agricultural 
production. In any case, it will be seen that Dr Thomas has not 
separatelv calculated figures of food supply raised in relation to the 

- Cyan Chand, op. cit., ch. viii. 

- Indian Journal of Economics^ Conference Number (April 1935), pp. 737-47 

® cf. D. G. Karve, Poz'crfy ii*id PopitJaUo}: in India, pp. 1 10-13. 

* See vol. II, ch. iv. 
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growth of population. Indeed he admits that considering the limited 
scope for the expansion of rice cultivation, it is likely that India wil] 
have to depend increasingly on imported rice in future, though he 
considers that in the steady growth of industrial production there is a 
large compensating factor. Let us, however, grant that since, according 
to Dr Thomas’ figures, agricultural production has been increasing 
more tiian in proportion to population and since food-stuffs constitute 
the bulk of our agricultural production, the supply of food-stufls as a 
whole is ino'easing faster than population.^ This means that India 
is not suffering from over-population in its crudest and most obvious 
fonn. Dr Thomas’ figures, however, do not disprove (as he himself 
admits) the contention that the population of India is in excess of the 
optimum, and the impression formed in the course of our whole ar- 
gument still lingers, namely that with a slower rate of population growth, 
the betterment in the condition of the people will be more pronounced 
and less open to doubt. 

§ 29 . Increase in wealth an indirect but powerful remedy. — The admis- 
sion of over-population as a tendency and a fact does not imply that all 
efforts at economic improvement are useless. Such an inference is 
invalid and mischievous in the highest degTee. Increaise of wealthy 
such as may be expected from a more vigorous polic)^ directed towards 
agricultural and industrial progress, may express itself in increase of 
numbers, hut to some extent it may also result in raising the standard 
of living. A higher standai'd of living once attained generally increases 
the.wi^l the ability to maintain it by voluntarily restricting popu- 
lation,^ Such" has been the course of development in the West and 
we mav reasonably anticipate that similar causes wdll produce similar 
effects in India. A considerable improvement in the economic condi- 
tion of the people would make them realize, as nothing else will in 
the same degree, the necessity of bringing the increase of numbers 
under ' the deliberate guidance of judicious foresight The most 
promising solution of the problem of over-population, therefore, would 
he for the people and Government to strain every nerve to hasten the 

^ This is however making a large concession in favour of Dr Thomas. There is 
statistical evidence to show that between 1931 and 1941, while the area under food- 
grains and pulses increased by 1*5 per cent, the total food-grain production declined 
by about 4 per cent and population increased by more than 15 per cent. See Nanav.tii 
^ind Anjaria, The Indian Rural Problem, p. 55. 

" Apart from voluntary restriction of the birth-rate, anything that decreases the 
death-rate seems in some unexplained manner to lead to a decrease of the birth-rate 
also. Fertility also decreases with the increase of wealth and intellectual interests. 
Adoption of improved measures of public health, improvement in the standard of living, 
spread of education, progress in emancipation of women and their introduction to- 
spheres of usefulness and activity other than matrimony and household duties — all 
these items of reform are not only desirable in themselves but also in relation to the 
question of preventing an unduly rapid growth of population. See Census of India 
(1931), vol. I, p, 43. 
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economic development o£ the country in eveiy- possible direction. A 
^reat expansion of population is the almost certain immediate result 
to be expected from successful economic planning and consequent in- 
crease of wealth. ‘ . for all past experience shows that the democratic 

correlate of the diffusion of urban-industrial civilization has been 
initially a rapid decline in death-rate followed later by an accelerating 
decline of the birth-rate after prosperity and education have reached a 
certain stage. A plan like the Bombay Plan may only succeed in remov- 
ing the “ positive checks ” which were holding down the population and 
lead to catastrophic consequences/ The remedies for this are the 
greatest possible acceleration of wealth-production and increase of wel- 
fare on the one hand and rapid pros^ress in education and standard of 
living which will eventually lead to deliberate restraints on the gi'owth 
of population.^ 

po. Importance of deliberate restriction. — Ac the mine time, if the 
people themselves were made to see the necessity of checking an undue 
gi'owth of numbers and making them bear a proper relation to the 
available resources so as to maintain a high average of well-being, this 
would be a welcome and highly desirable change. Those who talk of 
.the immense unexploited resources of the country and suggest that 
their presence is a complete justification for not exercising any pruden- 
tial self-restraint confuse the possible with the actual. After all there 
is wisdom in the popular adage which asks a man to cut his coat accord- 
ing, to his cloth. The means ‘ in hand ’ or ‘ in sight ’ rather than remote 
possibilities of immensely inareasing them should be taken as a guide 
to determine the suitable she of the population at any given time. No 
doubt the globe will support a very much larger population than at 
present if the dreams of scientists become everyday realities and the un- 
limited energ\^ of the atom, the sun and the tides is effectively harness- 
ed in the sendee of man ; posterity may then smile at our anxiety about 
the population problem. It would nevertheless be foolish to act as if 
all this w^ere an accomplished fact. The attitude of the sceptic who 
denies all possibility of future development is no doubt to be depre- 
cated. But at the same time we must be on our guard against tlie all- 
too-confident dogmatist who forgets the dif&culties in tire way of develop- 
ment. Further, we must remember that the most rapid advance we can 
conceive would absorb only a small part of tire increase in numbers 
which is arithmetically possible. If full vent is allowed to human 
fecundity it will inevitably bring into the arena all the evil forces such 
as wars, pestilences, famines, etc. embraced by the phrase ‘ positive 
checks Economic development must be regarded as a temporary relief 
and not as a permanent cure for the evils of over-population, and it 
requires at all stages to be reinforced in a greater or less degree by 


^ Eastern Eerno^nist. 25 August 1944, ?P* -Q3~4- 
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the practice of the prudential restraint which distinguishes rational 
human beings from rabbits 

^ 81 . Limitation of families : pros and cons. — Most people readily agree 
that every individual should try to limit his family according to his 
I'esources, so that his children may get at least as good a chance in 
life as he himself. Just as seeds should not be sown too thickly if 
the resulting plants are not to be poor in quality, so the children in 
a family should not be too numerous for each to be able to enjoy 
reasonable opportunities for self-development. High natality generally 
means low vitaiitv and a high death-rate among infants. The labour 
expended in trying to bring up children that eventually die for lack 
of proper care and sustenance is so much energy wasted: their brief 
career causes much useless suffering 10 the parents as ^v^ell as to the 
other children that do manage to survive. From the individual point 
of '^uew it is advisable to restrain oneself from bringing children into 
existence until one ‘can reasonably count on being able to maintain 
them. And wTat is good for the individual is also good for society as 
a whole, for if childi'en are persistently produced by large sections of 
people -without forethought of any kind the general standard of Ihing 
unll inevitably be lotvered.^ It is a matter of common observation 
that the misery and suffering in many families is directly traceable id 
their ‘ devastating torrent of children Caution and foresight may 
indeed be caiTied too far, as in France, but the opposite evil of reck- 
lessness is equally serious, and its consequences are writ lai-ge on the 
face of present-day Indian society. 

The mention of France leads us to another favourite ax'gument 
advanced against birth-control, namely, that limitation of population 
may be carried to such lengths as to be a menace from the military 
point of view.- France is the classical example of this, wdiere the 
state is alarmed at the refusal of the population to gi'ow, or to grow 
fast enough, and efforts are being made to induce the people to raise 
up larger families lest Germany, the traditioijml enemy, with her more 
prolific population should wdpe out France. ‘Too few babies' was 
declared by Marshal Petaiii to be one of the chief causes of the collapse 
of France in June 1940. However, more than numerical strength. 


^ Harold Cox, The Problem of Population, p. ii8. 

" However, as Cox points out, ’ unrestricted multiplication is in itself one of the 
most powerful causes of war as it intensifies the struggle for existence between the 
different nations, though it is often advocated as an effective protection from unpro- 
^oked aggression- As soon as a population grows big its leaders say, “ Our people 
are so numerous, we must fight for more space.” As soon as war has taken place, 

the leaders invert the appeal and say, '’* We must breed more people in preparation 

for the next war.” How is this hoirible see-saw to end? It cannot end unless all 

the nations of the world will agree to recognize that, since the overgrowth of popula- 

tion IS a necessary cause of war, a moral duty rests upon each nation to limit its 
numbers to avoid conflict x^ith its neighbours.'— The Problem of Populatioti, p. 35. 
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wliat require here in India for military efficiency is a high standard 
physical health and intellectual alertness, discipline, organization, 
the most up-to-date equipment for defensive and offensive tvarfare and 
a strong unifying national consciousness. 

\ 32 . Methods of limiting population, {a) Moral rest) aint,— Even 
among those who admit the desirabilitv of limiting births there is no 
unanimity as regards the best means for the purpose. Some people 
^vould advocate moral restraint as the only safe remedy. But although 
there is a tendency to underestimate the extent to which moral restraint 
that it '^vill never be adopted with sufficient generality bv all classes 
is actual!} emplo}ed by middle-class families in Europe, we must admit 
of people to be of much use in keeping dotm the excessive grov'th of 
population. On the t\iiole, we may sav that preaching prolonged 
abstinence to married people as a cure for over-population is like 
suggesting the cutting out of the stomach as a cure for hunger. Both 
have about an equal chance of being adopted. Mai thus himseli fully 
recognized this and hence the pessimistic tone of his writings. More- 
<n'er, there appears to be a respectable body of medical opinion 
according to which Icontinuous self-denial over long periods is on the ^ 
^whole a remedy worse than the disease, on account of its harmful 
reactions on the mind and body of the married couple.^ 

{b) Contraceptives.— The old methods of abortion, infanticide, 
etc. are rightly fro'vmed upon by law and opinion and nobody would 
suggest a reversion to them. Their abandonment marks a step forward 
in ethical standards and is a w^elcome sign of progress. The only alter- 
native that remains is the use of contraceptives, and the recent hea\7 
decline in birth-rates characteristic of most European countries is un- 
doubtedly due to the widespread use of artificial methods of birth-control. 

The commencement of the fall in the birth-rate in ^Vestern coun- 
ti'ies has synchronized in each of them in a striking manner with the 
beginning of birth-control propaganda. Thus in England the fall in 
the birth-rate coincides in a remarkable manner with the Bradlaugh 
trial in 1877. when Mrs Besant and Charles Bradlaugh were prosecuted 
for publishing a pamphlet advocating birth-control by artificial means. 
Their trial attracted tremendous public interest and incident all v 
spread both knowledge and practice of birth-control methods.- 

The question ai'ises as to what ought to be our attitude towards 
neo-Malthusianism in India. AVe may brush aside the common 
objection that it is unnatural. So is the use of clothes and cooked 
food and medicines and countless other things associated with civilized 
life. We must, however, consider other more important objections, 
the commonest of which is that the spread of information about 

^ For a =;rntf^ment of the principal objections ic ‘ moral continence ’ see Leonard 
Darwin, What is Eugemes?, p, 36. 

See P, S. Florence, op, cit., pp. 31-2. 
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contraceptives \<ill remove one of tlie most powerlul deterrents ' to 
sexual immorality. The rejoinder, that the sort of morality which is 
merely due to fear of consequences is hardly worth having, is not 
convincing ; for prevention of irregular relations, brought about by no* 
matter what motives, is socially desirablcd It may be readily admitted 
that among those that are tempted, there are some who are prevented 
from falling by the fear of detection or of producing an illegitimate 
child. A large number of the cases of abortion in this country are, 
however, prompted by the idea of concealing a crime, and the dissemi- 
nation of the knowledge of contraceptives may to some extent lead to 
their taking the place of abortion. However that may be, it would 
be pertinent to ask in connexion with this discussion, what would 
happen to civilization if society were to act consistently on the principle 
of discarding everything that is liable to be misused by a section of 
the people. While admitting the dangers attendant upon the spread 
of information regarding contraceptives, it may be possible to reduce 
the risk by the state taking steps against a promiscuous broadcasting 
of such information and making it available only to those ^viio ha^'L• 
morally and economically valid reasons for seeking it. 

Indiscriminate propaganda in favour of birth-control meihods uiav 
conceivably result in an increase in sexual immorality. The (|uestiois 
at issue, however, is whether it is not worth while taking all tlic risks, 
while attempting to minimize them by judicious state control of such 
propaganda, in order to avoid the more serious evil of over-populatioiu 

Another objection to birth-control by the use of contraceptives is 
based on the consideration that it is more likely to be practised 
Uhe more prosperous and intelligent sections of the pojmlauon than 
by the poorer who. while most in need of it, arc, owing to their ver\ 
poverty, the most reckless and improvident, and among whom, more- 
o\xi\ 'wt/men occupy a lower status and have to pass througli the ordeal 
of child-bearing often against their will. The result of this is that 
population increases at the wrong end of the social scale, and birth- 
control will therefore lead to a progressive deterioration in the quality 
of the people. This view does not necessainly imply that the poot 
man’s children are likely to be inferior in respect of innate physical' 
and mental endoivment to those of the rich man. Tlicir excessive 
number, however, does make it difficult to rear them so as to bring 
out their best qualities. Apart from poverty and the consequent spirit 
of recklessness, one of the reasons why the lower classes fail to profit 

Cox argues rhar there is no ground for the fear that the knowledge of the means 
to prevent conceptiun would necessarily increase prostitution or the number of irregu- 
lar relationships. On the contrary, some of these irregular relationships are due 
to the fact that many people are prevented from entering into the holy state of matri- 
mony by the fear of unwanted children. The knowledge of methods of preventings 
children would hasten marriages and to that extent reduce the evils of promiscuity. 
.See Tile Problem of Po-h:(lafiov, pp. t-^4-8. 
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by the new knou'ledge about birth-control is that very often they do 
not possess it, and tlie remedy for this would seem to be to make ic 
more accessible to rhem. One of the objections to birth-control is that 
the comparatively haimless methods of securing it are beyond the 
means of the poorer classes, who therefore have recourse to admittedly 
injurious ways of controlling births: and that this is a matter for 
grave concern, since the evils that arise in this manner are far more 
serious than the e\'il of over-population. It may, however, be ques- 
tioned whether anv evil could well be more serious than the evil of 

j 

over-population. It is also difficult to believe that the cost of bringing 
up a child properlv could be lower than that involved in the use of 
birth-control devices. Again, die complaint is often heard in the West 
that tlie higher classes Lend to carry control of bhths to socially harmful 
extremes, preferring a needlessly high, not to say a frivolous, standard 
of life, to the burden and the joy of bringing up even a moderate 
number of children, and it is suggested that every form of pressure ami 
persuasion should be brought to bear on them to make them realize 
that it is morally incumbent on them to give to the state as many 
healthy, strong and well educated citizens as possible. ' Our aim must 
be to facilitate birth-control when it is desirable on all grounds, whilst 
unsparingly condemning its use for merely selfish motives. A dual 
campaign both for and against birth-control is needed.'^ In India, 
however, at the present moment all sections of people are prone to 
over-multiplication rather than the reverse, and an organized eSort 
for inducing a deliberate i*estriction of population would seem to 
be necessary.- 

The question of birfix-control has not received the serious con- 
sideration it deserves in this country and superficial objections have 
too long held the field. have tried to show that it is a question 

which is at least ' worthy of deliberation and cannot be summarily 
dismissed by vague generalizations about the * unlimited possibilities ' 
of economic development open before the country. 

Birth-control practices will undoubtedly take long to establish 
themselves in India owing to the extreme poverty of the people and 
the consequent weakness of die prudential motive. There is also an 
overwhelming mass of ignorant prejudice to overcome. The opinion 
is, however, steadily growing that the policy' of letting things alone 
is^ould be disasi rolls.'' 

^ Leonard Darwin, op. cit., u. 

' ‘ A deep-seated connexion exists between the economics of production and tliose 
of reproduction. Production can only he rationalized, if one undertakes to rationalize 
reproduction, just as intensively and intf-lligently. ' Professor Ooldscheid quoted by 
N. V. Sovani, op. cit., p. co8. 

^ ‘Not only is artificial control advocated by a number of medical writers, bur 
Indians can now boast of a Neo-Malthusian League with two Maharajas, three High 
* Court Judges, and four or five men very prominent in public life as its sponsors. . , . 
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333. Migration. — 1 . Moveinenis of popukitio?? iciflu)! the country.'^— 
Of all sons o£ luggage/ as Adam Smith remarLs, ‘ man is the most 
difficult to be transported ’—an observation which is particularly appli- 
cable to India. According to the census report of 1931, of the total 
population enumerated by birth-place, 35014 million odd, less than 
one million were born elsewhere. The essentially ‘ home-loving 
character of the Indian people is the result of economic and social 
causes, and of the immobility of the agricultural population rooted 
to the gi'ound, fenced in by caste, language and social customs and filled 
with an innate dread of change of any kind’. The social cause chieily 
affecting the Hindus is the caste system, tvhich makes the life of a man 
away from his social circle very uncomfortable. For example, he is olten 
unable to marry, eat or drink with members of other groups, and pro- 
longed absence may expose him to the suspicion of ha\ ing broken caste 
rules and to social ostracism on his return. 

The economic hindi'ance to migration is to be found in the fact 
{.hat the people of India are mainly dependent on one single calling, 
namely agriculture. The possession of, or interest in. a joicce of laiul 
makes people unwilling to give up a certain though unsatisfactory 
livelihood for the risks of pioneering elsewhere. There is also the 
debilitating effect of chronic diseases — such as malaria, hookworm, 
ecc.-which militates against the display of initiative and energy on 
the part of the people. Again, most villagers are in the clutches of 
the moneyrlender, who presents every possible obstacle to his debtors 
leaving the village. 

Ijastly, it is supposed that the smalleor the unit of population, the 
larger the proportion of persons born elsewhere. If this is true, a 
country like India containing nearly one-fifth of the workks inhabitants 
must be expected to show proportionately low figures of migration. 
In spite of the general immobility of the population, however, there 
are certain definite streams of migration wdthin the country which may 
be briefly noticed.- 


It IS also significant that the Government of India sanctioned the establishment of 
birth-control clinics in the four principal hospitals of iho State .— in 1930-^7, 
p. One of the most significant of recent developments is the keen interest which 

T^’omen m India have begun to show in the question of birrh-ccntrol. Resolutions 
m tavour of birth-control have become a common feature of women’s conferences. 

I birth^ontrol movement was considerably stimulated by the session of 
e AU-Ind^ Population and Family Hygiene Conference held in Bombay ^April 

bee of India (1931), vol. I, ch. iii ; Cen.n. of India (1921), vol I 

!n‘ Ir' 71 (^901), vol. b 

pp. 88-95 * Agricultural Commission Report, pp. 581-5. 

various kind, of migration as follows:— 
ran/ nfT' movements between neighbouring villages. ‘The chief 

wheLv almost universal amongst Hindus, 

th. fact th.t m some parts a young wife returns to her parent.s for confinement an,f 
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(i) Assmn.— Assam is very sparsely populated, and the land avai- 
lable for cultivation being ample, the indigenous inhabitants find it 
unnecessary to work for hire. Labour for the tea gardens in the 
province has, therefore, to be obtained from elsewhere. The cultivable 
waste land on the Brahmaputra vailev also attracts a considerable 
stream of immigrants from other provinces. 

The tea-garden industry draws its foreign }:)opulatioii from Bihar, 
the Central Provinces, the United Provinctrs and Madras, while settlers 
in the Brahmaputra valley come principally from Eastern Bengal. A 
third movement of the Xepalis into Assam is mo-^tly pastoral in cha- 
racter. The total volume of immigration into Assam from all sources 
is considei'abie, as can be seen from the fact that nearly a qiiai'ter of 
the population of the province Ls foreign or of foreign extraction. 
There is still a very large area of land in Assam available for cultivation. 
But the prevalence of kala azai and other diseases, the lack of satis- 
factory communications and low wages prevent a more rapid absorption 
from other districts than is actually taking place. 

There have been changes and developments since 1921, particularly 
in respect of the volume of migration from pro\*inces which previously 
supplied the tea-garden labour. Madras is the only province showing 
an increase in emigi'ation to Assam. Recruitment from Bihar and 
Orissa, which had fallen oft rapidly alter 1921 largely owdng to a 
deliberate campaign against it bv non-co-operators, began to revive as 
a result of the popularity of the short-term system of reamitment. On 
the other hand Assam is learning to rely more and more on local labour. 

(ii) Beyigal.— yiove than 60 per cent of the immigrants into Bengal 
come from Bihar and Orissa and the rest from the United Provinces 


f5.pecially for the first one.' (ii) Tejuporary, due to the migration of coolies to meet 
the demand for labour on new canals and lines of railway, to journeys on business 
and in connexion with pilgrimages, marriage ceremonies and the like, (iii) Periodic, 
xiue to seasonal demand for labour ; for example, the annual migration to the Sundar- 
bans, Burma, and the w’heat districts of Upper India at harvest time, and the ex- 
tensive movement from Bihar and the United Provinces during the cold weather months 
for work on roads, (iv) Semi-permanent^ where the inhabitants of one place earn 
their livelihood in another, but maintain their connexion with their old homes, 
where they leave their families and to which they ultimately return. For example, 
■many labourers in mills and factories in the big cities, clerks in Government offices 
and domestic servants, and also the ubiquitous Marwari trader and mone 3 '-lender. 
'^v) Permanent. This type of migration is in the nature of colonization. It usually 
rakes place w’hen, owing to irrigation or improved, communications or changed poli- 
tical conditions, new lands become available for occupation. Illustrations of this rvpe 
of migration are extensive colonization of Lower from Upper Burma after the annexa- 
tion of the latter tract and the rush from the congested districts of the Punjab to the 
canal colonies as soon as the irrigation works there were completed, (vi) The Censits 
Report (1931) adds another form of migration and describes it as Daily, although it 
IS admitted that in India generally the conditions, under which the residence of the 
worker and the place at which he works are so far apart as to form different census 
units, have hardly yet arisen to any great extent. 
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(i8 pa' cent). Nepal ij per cent), Assam (4 per centj, die Centra]! 
Provinces (3 per cent;, etc. The most important currents of immigra- 
tion are («) from Bihar. Orissa and the eastern districts of the United' 
Provinces into the industrial area around Calcutta: (b) from the Santal 
Parganas into the districts of Birbhiim, Malda, Dinajpur and northern 
Bengal; (c) from Nepal and Chota Nagpur into the Darjeeling and 
Jalpaiguri tea gardens ; and (d) from Assam into Tripura State. 

The immigration into Bengal is due to the comparatively gi'cater 
fertility of the soil, greater development of industries, especially round 
about Calcutta, and the aversion to manual occupation which is a parti- 
cularly marked characteristic of the Bengali people. Not only the 
manual labourers, but also the police warders in jails, peons of zamindars, 
etc. ai'e for the most part recruited from other provinces. The chief 
feature of the internal migration in Bengal is a movement of the popula- 
tion of the -central belt, on the one hand, totvards the industrial dis- 
tricts around Calcutta, and on the other hand, into northern Bengal 
and the Assam valley. 

(iii) Bo?nhay and Sind —Tht noteworthy feature of the immi- 
gration into Bombay and Sind is the growing absorption of outsiders 
into the large industrial and commercial cities of Bombay, Karachi and 
Sholapur, coming from Baluchistan, the North-West Frontier Province, 
the Punjab, the United Provinces and Rajputana, Hyderabad (Deccan) 
and Madras. To quote L. J. Sedgwick, the Bombay Census Superinten • 
dent (1921) ; * There are two streams of immigrants which reach us, 
one from north-west India, represented by the huge area of Baluchistan, 
the North-West Frontier Province, the Punjab, the United Provinces 
and Rajputana ; and the other coming from the south-east front 
Hyderabad and "Madras, . . . The stream from the north goes to» 
swell the proletariat of Bombay and Karachi; and the Hyderabad 
stream goes to the mills at Sholapur. . Bombay is more advanced 
industrially than Bengal. But although it is not so densely populated, 
its soil being much poorer, there is a very much larger supply of local 
labour available. A comparatively smaller portion of the demand 
has, therefore, to be met from outside the province. 

The net immigi'ation from north-western India is considerable. 
About a third of the immigrants come from the United Provinces, 
two-fifths from Rajputana and the rest from the Punjab, the North- 
'West Frontier Province and Baluchistan (the immigration from 
Baluchistan being mainly into Sind), As regards internal migration 
in the province the principal feature is the influx of population into 
the industrial cities from all its other parts. The Deccan, being mainly 
an arid tract chronically subject to agricultural depression, is throwing 
out its superfluous numbers ro the other parts of Bombay province, 
and it contributes to Bomba\/citv the highest quota of all the divisions. 

II. Emigration^—'Bui'uvd., ' like Assam, is thinh' populated anci? 
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possesses a large area of waste cultivable land. For the same reasons 
as the Assam tea-gardens, the rice mills and oil mills of Burma have 
had to .draw their labour from outside, especially from Madias. 
Numerous coolies also used to cross over fi'om Chittagong for the rice 
harvest in Akyab and for rice-milling, etc., in Rangoon. The total 
immigrant population of Burma was 707,000 persons, of whom 573,000 
were Indians. Indian immigrants ina'eased during the intcrcensal 
period 1911-21 by 16 per cent. The census of 1931 showed an increase 
-of 21,000 immigrants on the 1921 figure. The non-permanent nature 
of this movement was shown by the small number of females as com- 
pared to males. IMadras sent the lai'gest quota of immigrants, after 
which came Bengal, the United Provinces and the Punjab. The Indian 
immigrant was mostly engaged in urban industries and performed the 
heavy manual work for which the Burman has no taste. 

However, with the political separation of Burma in April 1937, the 
growing self-consciousness of the Burmese (exhibited from time to time 
in anti-Indian riots) and the increasing economic pressure due to the 
growth of the indigenous population, migi'ation to Burma was becoming 
more and more difficult for the people in the congested areas of British 
India. The latest illustration of this was afforded by tlie controversy 
raging over the recent (1941) Indo-Burma Immigration Pact. These 
difficulties will still be there and possibly in a heightened form now that 
Burma has been reconquered from the Japanese. The same applies to 
•other erstwhile enemy-occupied territory like Malaya. In Ceylon, the 
•sentiment against Indian immigi'ation has recently been gi'owing stronger 
and stronger. 

There are at present about 31/^ million Indians resident abroad, 
and of these only about 104,000 are to be found in countries outside the 
British Empire. The distribution among the different pai'ts of the 
Empire is roughly as follows:— 


Ceylon (1942) 

. . 7 5t^'e)oo 

Fiji Island (1939) 

• ■ 94,966 

British Malaya (1940} 

■ - 748,829 

Kenya (1938) 

• • 44,63.5 

Bmma (1931) 

. , 1,017,825 

T angany ika (19311 

■ • 23,432 

Mauritius (1938) 

. . 269,885 

Jamaica (1938) 

■ ■ 19,039 

South Africa (1936) 

. . 220,351 

Zanzibar (1931) 

. . 14,242 

Trinidad (1939) 

161, loG 

Uganda (1937) 

13,026 

British Guiana (1938) 

- • 142,736 




Among the most important countries for Indian emigration at 
present are Malaya, Ceylon and Burma. The recruitment of Indian 
labour for Malaya was stopped in August 1930 on account of the 
fall in tin and rubber prices, and repatriation on a considerable scale 
took place in 1930 and 1931. In the case of Ceylon recruitment of 
Indian labour for rubber estates was stopped in 1930 and 11,000 Indians 
were repatriated in 1931, but otherwise emigration continued. Appa- 
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reutiy, however, the absorption of Indian labour in that country has 
nearly reached saturation point. Indian emigration has been broadly 
of two kinds. The first was that of unskilled labourers under indenture, 
as in the case of Fiji, Mauritius, Natal and the West Indies, or under 
some special system of recruitment such as was adopted in Ceylon and 
Malaya. The second is the spontaneous emigration of people belong- 
ing to the professional, commercial and artisan classes. The scope of 
the latter kind of emigration has been wider than that of the former 
and it has penetrated to places that never came under any system of 
assisted emigration. This applies, for example, to the self-governing 
dominions, with the exception of South Africa and certain crown 
colonies, especially of the East African territories. 

The majority of the emigi’ants work as agricultural labourers on 
plantations of rubber, tea, coffee, etc. Indentured labour emigration 
was stopped in March 1917, and as a result the volume of emigration 
has shrunk very considerably. The resolution of the Imperial Con- 
ference of 1921 reaffirmed the principle that each community of the 
Eritish Commonwealth should enjoy complete control over the com- 
position of its own population by restricting immigration from any of 
the other communities, and most of the countries wdthin the Empire 
have exercised their right of regulating immigration so as to discourage, 
if not altogether exclude, Indian immigrants. The reasons may be 
political, racial, or purely economic; but the unpleasant fact must be 
faced that emigration as a remedy for relieving congestion at home is 
practically impossible so far as the Indian population is concerned.^ 

‘ As regards Dominions like Australia, Canada and New Zealand, they 
have definitely adopted a policy of keeping their territories as a preserve 
for future occupation by the Whites exclusively. Under the quota 
system, ever since 1922, the U.S.A. has definitely adopted a policy of 
discrimination against the Asiatic races. The disabilities from whi'clr 
Indians suffer in South Africa, East Africa and Kenya arc likely to 
increase rather than deax*ase as recent events like the passing of the 
‘'Pegging Bill” in South Africa foreshadow.’- The Census Report 


In non necessary to enter into details in connexion with the various phascr, of 
uhe emigration policy of the Government of India. The numbers invoK'ed at the 
present moment are insignificant and the question cannot be regarded as in an}*" sense 
vit2.1 from the point of yiew of easing economic conditions in this couiitrv. The 
Emigration Act of 1922 proclaimed assisted emigration of unskilled labour to un- 
lawful except for such countries and on such terms and conditions as might be speci- 
fied by the Governor-General-in-Council, There Ls also a Standing Emigration Com- 
mittee of the Indian Legislature to advise the Government on all major emigration 
questions such as the fixation of standard wages of unskilled emigration workmen, 
terms of colonization of Indian settlers, etc. 

= Wadia and Merchant, op. cit., pp. 98-9: ‘Fifty years ago Mr Ju.stico Ranad-^ 
comd contemplate a continuous flow of labour to distant countries. Toda\' thr‘ 
position has so far changed as to create the problem of th^ repatriation of uhl 
mjgranis. — D. R. GadgiFs Foreword, p. v, to Sovani, op. cit. 
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(1931) noted dial in spite of a rapid and Ixeavy inaea:>e in populatioi. 
during the decade, there Iiad been even less relief h\ emigration liiaii 
in previous periods. 

Ovviiig to die various restrictions described above, emigration 
outside the iliiiits of India has recenth been unimportant. The pos- 
sibilities of emigi'ation are confined to the tropical and sub-tropical 
pai'ts of the Eritish Empire. Apart from British Alalaya. there is a 
prospect o£ coiisicierabie emigi'ation to British Guiana where there is 
bdil great scope lor the expansion of cultivation. The population in 
British Guiana ib about 31^0.000, but the country is capable of supporting 
ten times that number and is peculiarly suited to being settled by 
Indians. Under the Emigration Act of 1922, a scheme of Indian emi- 
gration into tlie eoioin, been approved, but lias not yet been brought 
into operation because the terms are held to be uni'emunerative by the 
planters. The Agrictatural Commission strongly commend the scheme 
as -worthy of further inv estigation ‘ for die possibility of doubling the 
Indian population is not to be lightly disregarded ’. (Report, par. 510.) 

84 , Eugenics. — The human being is the most important machine in 
the production of wealth, and whatever improves the physique, intellect 
and character of the people adds to their economic strength and 
efficiency. The subject of heredity has been much studied in recent years 
in its bearing on the uiiprov enient of plants and animals of economic 
value, and impt)rtant practical results have been achieved in this 
direction. The remark is often made that what man has been able 
U) do for plants and domestic animals, he has never been able to do 
for himself. But the difficulty in studying heredity with reference to 
human beings, and applying its laws so as to improve the race, has been 
that it is impossible -^vithin wide limits to experiment with human beings 
or to treat them like plants and animals in the regulation of mating. 

It is nevertheless of the utmost importance for the welfare of the 
i:we that its perpetuation should depend, as far as possible, on those 
individuals who are best suited to serve the needs of the community. 
This has become all the more urgent because the tendency of modern 
civilization is to eliminate some of those factors which make for the 
destruction of the physically and mentally unfit. Under primitive 
conditions the weaklings had small chance of suiwiving in the struggle 
for existence or of propagating their kind. Those who were excep- 
tionally courageous and resourceful would, for instance, get more wives 
than the weaker members and would, therefore, be more prolific. In 
modern times, however, owing to improved sanitation and progress in 
medicine and surgery, together with the growth of the humanitarian 
spirit, natural selection has ceased to operated There is no effective 

^ It must, however, be remarked that natural selection under primitive conditions 
did not necess’arily brin^ about the sur-.nval of the best. A« has been well said, natural 
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ban on the |3hysically unfit, the mentally unsound and the morally 
degenerate caiTving in them the seeds of hereditary disease, marrying 
and perpetuating their stack. Owing to the difficulties connected with 
scientific observation and experiment, the science of eugenics has been 
advancing ver^^ slowly, and our knowledge of the laws of heredity in 
their application to the inheritance of human characteristics is still very 
meagre. All tve can do at present is to di'a^v certain deductions regard- 
ing human beings from the rules which the animal-breeder finds it 
profitable to observe. Any practical scheme of eugenics would have 
a positive and a negative aspect. That is, it would aim at encouraging 
the reproduction of the specially fit and discouraging or preventing 
the production of the specially unfit. In India, certain rules apparent!}' 
of eugenic value are followed in arranging marriages. For example, 
marriage is prohibited within certain degrees of relationship. Again, 
the castes are divided into certain exogainous sections or goiras, the 
members of which are regarded as so closely related that they are not 
permitted to intermarry. It has been questioned, however, whether 
this particular taboo has any scientific basis.^ There are certain prac- 
tices in India, such as constant inbreeding among the members of 
'microscopic endogamous subcastes*,- which arc probably Irarmful. 
On the whole, India stands as much in need of enlightenment on the 
laws of human heredity as any other country. It is indeed lutilc to 
hope that even with the fullest enlightenment spontaneous action will 
secure the propagation of the most desirable stocks. At the same time, 
even in the most advanced Western states, legislative sclnetnies of 
positive eugenics are at present out of the question, because they will 
be resented as unduly infringing on the liberty of the individual. Cer- 
tain countries have however already embarked on tentative experiments 
in eugenic legislation. Thus in the United States of America, the 
State of Nebraska forbids the marriage of anyone suffering from 
venereal disease. The State of Connecticut forbids the marriage of 
epileptic or feeble-minded persons, Montana sterilizes its idiots and 
epileptics by an operation which leaves the sexual function undisturbed 
while destroying the power of reproduction. Tr has been suggested 
that sterilization may be resorted to in tlie case of hardened criminals 
and other undesirable types.^ In most countrie'^, however, in the 
present state of public opinion and sentiment, it is not possible to go 

selection often preferred muscles to brain, and low cunning to artistic genius. Again, 
the advance in medicine and sanitation undoubtedly increases the economic efficiency 
of the community as a whole. AH the same, the proposition is incontestable that, 
under modern conditions, many more unfit people are enabled to survive and breed 
than would have been possible under primitive conditions. 

^ S. V. Karandikar, in Hindu Escogamyj pleads for a loosening of the extravagant 
and unmeaning esogamous restrictions which Hindu society has imposed upon itself. 

^ See Karandikar, op. cit,, p. 2SS. 

* See C. P. Blacker, Birth-control and the State, pp. 67-c. 
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'.XTv far in ilie direction of eugenic legisiation. But the 
may do something tOTvards educating public opinion by spreading 
information and offering advice on this important subject. 

.83. Public health and sanitation. — The importance of public health 
.and sanitation in maintaining the economic efficiency of the people 
cannot be overrated. The prodigious mortality in India due to such 
scourges as plague and influenza, malaria, smallpox, relapsing [ever, 
etc., is economically disasnous on account of the dislocation in the 
maclhnery of vrealth-production which it causes. In England, during 
the last 75 \cars, enormous strides have been taken in the improvement 
of public health, and as a result, t\phus, cholera, scarlet fever, and 
-diphtheria have been practically xviped out. In India, the listlessness, 
lassitude and apathy characteristic of the people ai'e lai^gely the result 
■of diseases like hookworm and malaria, ‘ the sinister performers in the 
grim tragedy of the endemic diseases played out upon a stage upon 
tvhich no curtain ever falls These diseases seize and devitaiizis many 
more people than they actually kilh and it is impossible to over-estimate 
the economic advantage that would accrue from stamping them out. 
Systematic and widespread instruction of the people in health and 
hygiene is necessary, and the Departments of Public Health need to 
be further strengthened. The initial expense would be heavy but it 
would be well worth while, as the results in higher economic efficiency,* 
.although not immediate, would be great and certain.- 
$oG„ Education. — In order to develop the economic efficiency of a people 
to the fullest extent, general knowledge and intelligence as well as 
special training in particular vocations is necessary. In India, both as 
regards general and technical education, most of the vcork still remains 
to be done. But this is a topic to which we shall have to revert later 
•on in connexion with agricultural and industrial progixss. 

?37. Racial aptitudes. — Economic progress is also a matter of innate 
racial capacity, and certain races have shown no aptitude for it. It is, 
however, a dangerous thing to indulge in facile generalizations about 
the superiority of some races and the inferiority of others. Many of 
these generalizations are no more than summaries of existing facts. 
Because the Indian people happen to be backward economically and 
culturally at the jDresent time, some writers pretend that they are 
inherently incapable of scaling the heights of civilization attained by 
European nations. It is thus, we imagine, that an Indian observer 

^ Lord Ronaldshay (now Marquess of ZetlandL 

* *■ Public expenditure on national health is like expenditure on a life-boat or a 
fire-engine ; even more, it is like a long-term investment. It yields the interest with 
absolute certainty, a hundred-fold — ^but only in the course of years and sometimes in 
the course of generations. Sometimes we hear the idle question, “What is the use of 
all our expenditure on health?” It is often asked by persons who do not reflect that 
their welcome presence among us alive, alert, and competent is itself the answer.’ — ■ 
A}2nual Report of the Chief Medical Officer of the Ministry of Health (England), 1921. 

1—6 
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might have generalized about the inhabitants of the British Isles who 
trere tattooed savages roaming about in the forests when the Indian 
himself could boast of a mighty civilization. If it had been suggested 
to him that the descendants of these savages were destined to rule over 
India, he would have gi'eeted the suggestion with pardonable contempt 
and incredulity. The miracle has nevertheless happened, and it is 
now the turn of the Indian to prove his claim to be considered capable 
of civilization. The course of histoiy is strewn tdtii fatuous judgements 
on one people by another. To^A'arch the end of the eighteenth century, 
western Europe looked upon the Faissians as semi-savages, and 
D’Alembert and Diderot could not think it possible that they should 
ever be civilized up to the European standard. The negroes are still 
generally regarded as incapable of erer attaining equality with tvhite 
races and, as regards Indians, the view has sometimes been expressed 
that, like all brotvm races, they are incapable of continuous progre'^s, 
being subject to ‘ some strange fiat of aiTest trhich condemns them to 
an eternal reproduction of ideas and to long periods oC immobiiitv 
succeeding brief intervals of advance. Such views stand condemned 
if only because they ignore the obvious fact that the Indian people do 
not constitute one single race but that various racial strains have 
entered into their composition. Farther, it is a matter ol common 
knowledge that it was the great civilization and wealth of India that 
attracted foreign adventurers to it. Even in their present fallen estate, 
competent observers have -been able to discern elements of greatness 
in the people of India and have admitted that, given a fair chance, 
Indian brains are no whit inferior to European brains.^ X’or is it 
true that they are averse to or incapable of applying them to the task 
of economic organization and advancement. There is thei'eCore no 
need for the Indian people to allow themselves to be borne dovm by 
any overwhelming consciousness oL irremediable inferiority as regards 
aptitude for economic progress. 


XerediLh Townsend, Asza and Einnpc, pj. q. 

In nn nddr'^ss he delivered in Johnnn<'^shur£;> on 26 Auj^ust iQiCy, (hncral (now 
Field-MCvi'shal) Smuts used the following words; ‘1 do not look down on Indians. 
I look up to them. , . . Thore have been Indians who havf been amongst 

the greatest men in the history of tlit world. Thcr>* have been Indians wdio have 
been amongst tlv= greatest lead-^rs of the human race, whose shoe.s I ani unworthv 
to unti^.'* 
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SOCIAL AXD RELIGIOUS INSTITUTIONS 

U. Influence of social and religions institutions on economic activity. — 
Social and religious instilutions and ideals exercise a proiound in- 
fluence on economic activity, and will be our task in this chapter 
to desaifce the institutional basis of economic life in India and consider 
how fai’ the more important c£ these institutions help or hinder the 
economic progress of the people. That the religious and social back- 
ground :i economic life in India requires a special study need not be 
laboured. For it is evident that the various aspects oi Indian economic 
life have received their peculiar shane and mould from the characteristic 
social and religious institutions of the landd 

52. The caste system. — The caste system constitutes the most note- 
worthy feature of Indian society. 

The system as it exists in India must be distinguished from the 
numerous social gi'adations to be found among all nations. These 
latter are not divided into so many watertight 'compartments, and 
there is no religious taboo to prevent the passage of an individual 
from one social stratum to another. There are also no restrictions a^ 
regards marriage, and everybody is at liberty to choose whatever 
profession or occupation he likes. Under the caste system, on the 
other hand, Hindu society is divided into an immense number of 
entirelv separate groups, small and large, the conduct of whose members 
is restricted by an elaborate code of caste rules. They are prohibited 
from intermarrying and commonlv also from inter-dining with members 
of the other groups supposed to be inferior in status. In India, ' birth 
determines irrevocably the whole course of a man’s social and domestic 
relations and he must through life eat, drink, dress, m2.rTy and give in 
marriage in accordance wdth the usages into ^vhich he tvas born 
§3. Three main types of castes. — Castes are divided into three main 
types— the functional, the racial and the sectarian. The most important 
of these are the functional castes, representing the various occupations 
that ivere followed in earlier times before the introduction of machi- 

* The sociological life of the people has deteimined in India systems of land 
tenure, the organization of the village life . . . : and rh^ joint family and the caste 
system have regulated from times immemorial the rights of the individual ns a mem- 
ber of a family, as a member of societ}’ and ns a member of the guild or trade t\- 
which he was attached by birth.’ — H. S. Chatterji, Indian Economics, p. So. 

■ Imf'erial Gazetteer of hidia, vol. I, p. 323. Dr tr. S. Ghun^e mentions the fol- 
lowing s.alient features of the caste system in In-lia : (i) Segmental division of sociery. 
(2) Hierarchy, (3! Restrictions on feeding and social intercourse, (4) Civil and Reli- 
gious disabilities and privileges of the different sections, (5I Lack of choice of occupa- 
tion, and (6) Restrictions on marriage . — Caste and Race in India, pp.» e-iS. 
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nery.^ Instances of the functional castes ai'e the Brahmin or the 
priestly caste, and the trading or Bania castes which include, among 
others, the Kiiatri of the Punjab, the Agarwal and OsTval of Rajputana. 
It would be tiresome to enumerate all the functional castes. They 
include artisans such as weavers, carpenters, potters and goldsmiths; 
village servants such as cowherds, barbers and washennen; and various 
other occupations such as astrologers, oil-pressers, cattle-breeder^ and 
musicians. The racial classes are numerous in all parts of India. In 
Bengal, tve have the Rajbansi, Chandal, etc.; in the United Provinces 
and Biliai' the Bhar, Chero, etc: in Rajputana arid the Punjab the Jat, 
Gujar and hleo; in Bombay the Koii and Alahar; and in Madras the 
Nayai', Paraiyan, etc. The sectarian castes arc those that have origi- 
nated from religious sects, such as the Lingayat caste in Bombay, 
founded by a religious leader who denied the supremacy of the 
Brahmins.^ 

§4. Origin of the caste system. — According to James Mill's theory, the 
original division of society into castes must have been the work of 
some inspired individual who foresaw the advantages of a systematic 
division of labour. He thought that the subordination of one caste 
to another was due to the superstitious terror felt by the weaker member'^ 
of the community and to the designing lust for power characteristic 
of the priestly caste, which succeeded in securing for itself the position 
of the premier caste to which all the others oived veneration and respect. 
Next to calamities sent by Heaven, the ravages of war which the priestly 
class pretended to be able to avert are to be dreaded most, and so the 
military class occupied the next place of importance after Brahmins, 
and so ^ 

According to Senart’s theory, ‘ caste is the normal development of 
ancient Aryan institutions, which assumed this form in the struggle 
to adapt themselves to the conditions with which they came into contact 
in India In developing this proposition he relies greatly iij^on the 
general parallelism that may be traced between the social organization 
of the Hindus and that of the Greeks and Romans in the earlier stages 
of their national development, the diflFerence being that the distinctions 
in India became rigici and stereotyped, while this did not happen in 
Europe. 

^ ‘ Community of occupation can scarcely he regarded as the sole basis of the 
caste system. Because, as Senart observes, if this were so, the institution would have 
shown less tendency tow'ards sub-division and dislocation ; the factor making for uni- 
fication in the first instance would have maintained the cohesion. If the community 
of occupation had been the sole or even the principal basis of the caste system we 
should have had all persons following the same occupation constituting only 'one caste. 
But as we know this is not the case. For instance, all weavers even in the same 
region do not always belong to the same caste.’ — Risley, op. cit., pp. 269-70. 

See Encyclopedia of Religion and Ethics, vol. Ill, p, 231. 

See Encyclopedia Brifatinica, eleventh edition, article on Caste. 
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■ Distribution over a wide area, tending to muitiplv groups: 
contact with the aborigines encouraging pride of blood; the idea oi 
ceremonial purity,, leading to the employment of the indigenous races 
in occupations involving manual labour, while the higher pursuits were 
re.-^erved for the Aryans; the influence of the docmne of metempsy- 
chosis, which assigns to every man a definite status determined by the 
inexorable law of karma \ the absence of any political power to draw 
the scattered groups together; and the authority which the Brahminical 
system gradiiallv acquired— these seem to be the main factors of M. 
Senart’s iheorv of caste.’ ^ 

L 3 . The rigidity of the caste system.— The various theories o£ the origin 
of caste and its later evolution must all be pronounced inadequate as 
they fail to explain fully what requires particular explanation, namely 
the unparalleled rigidity of the caste system in India— a rigidity which 
\v2ls further enhanced when the system crystallized in opposition to 
the successive tvaves of Muslim invasions between the twelfth and 
the eighteenth centuries and thus reacted in a most unexpeettd 
manner to the essentially demoa'atic influences of Islam. There is rea- 
son to believe that in the early stages qf its development the caste 
system was fluid in character, at least so far as the first three castes were 
'concerned. How exactly this original fluidity w^as lost must for e\'er 
remain a question incapable of precise determination. It may be that 
the original taint of inferiority attaching to the Sudra caste, either 
because it represented a conquered race of aborigines (Dasyus) or for 
some other reason, acted as a leaven tvhich in course of time permeated 
the whole social system. It is also possible that the great importance 
attached to the proper performance of ritual and sacrifice among the 
Aryans concentrated power into the hands of the group -which specia- 
lized in the performance of religious functions, enabling it to use this 
power for its own social aggrandizement. It may also be that various 
other factors referred to by M. Senart as noted above had their due 
share in bringing about the final result. There is difficulty in accepting 
the suggestion that the settled state of society in India favoured the 
growth of caste bv ensuring the continuity of functions through several 
generations and thus fixing the principle of inheritance and heredity, - 
for such stationary conditions prevailed throughout Eui'ope before the 

^ Risley, op. c:t., p. 267, In explan uion of the recent development of the caste 
system, Dr G. S. Ghurj'e observes that th«* lack of rigid unitary control of the state, 
the unwillingness of the rulers to enforce a uniform standard of law and custom, 
their readiness to recognize the varying customs of different groups as valid have helped 
the hssiparous tendency of groups and fostered the spirit of solidarity and community 
c f feeling in every group. Dr Ghurye also thinks that ‘ the multiplicity of the groups 
and the thoroughness of the whole system are due to the habit of the Hindu mind to 
create categories and to carry things to their logical end which characterize their 
literature, philosophy, and religious creeds .’ — Caste and Race in India, pp. 147-8. 

“ See P- A. Wadia and G. N. Josh:, Wealth of India, p. 124. 
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Industrial Revolution without bringing about a social organization 
compai'able in its rigidity to the caste system. For a similar reason 
we ai*e constrained to reject as inadequate the contention that the 
undeveloped state of communications together with the ignorance of 
the masses, by making social intercourse difficult, confirmed the caste 
organization.^ These explanations at best suggest how the movement 
towai^ds rigidity, when once started, was helped forward. They do 
not tell us how it originated. On the whole, therefore, the question 
of the origin and development of the caste system must be given up as 
“ an insoluble and unprofitable conundrum 

56. Merits and achieYements of the caste system.— One of the ani- 
mating principles which may be said to have once rationalized the 
caste system is that of division of labour, which makes for economic 
strength and efficiency. At one time or another, professions in most 
countries were hereditary in jDractice, if not in theory, and there ^vere 
obvious advantages attaching to the hereditary system, whereby the 
son naturally imbibed the seorets of the family occupation, acquiring 
proficiency in it with the minimum of effort in the congenial atmos- 
phere of home, under the affectionate care of tbe father. This was 
especially important when l:here was no organized system of public 
instruction and when a high premium was placed on manual dex- 
terity. The system gave the father help at a cheap rate and afforded 
the easiest introduction to life for the son, who inherited the custom 
and the reputation of his father as the most important part of his 
legacy. The value of transmitted skill in the crafts was very' great, 
and the hereditary principle helped this transmission. So long as this 
principle was worked in a natural and rational manner it could not 
be open to any objection. This, however, ceased to be the case as soon 
as the adoption of a new profession became not merely unusual but 
^vrong and punishable. 

The functional castes have often been compared with the medieval 
guilds in Europe and have been regarded as beneficent agencies fostering 
the recognition of mutual bonds created by common pursuits. 
Like the old trade guilds of Europe, they served the purpose of 
mutual benefit societies for their members by training apprentices, by 
promoting good feeling among the members, by providing courts of arbi- 
tration for the settlement of disputes, by regulating the wages and profits 
of their members and by helping them occasionally in distress.^ ^ The 
caste organization is to the Hindu his club, his trade union, his benefit 
society, and his philanthropic society.’^ The European guilds, however, 
differed from the castes in certain important particulars. In the first 
place, the guilds were voluntary associations which the castes are not. 
Secondly, although in the guilds the sons of existing members enjoyed 

Wadia and Joshi, op. cit., pp. 124-5. 

See H. S, Chatterji, op. cit., p. q2. ® S. Low, Vision of India, p. 263. 
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great advantages as apprentices, qualified strangers were admitted, at 
any rate before the guilds degeraerated into close monopolistic corpora- 
tions. Moreover, intermarriage was permitted and was purelv a matter 
o{ social feeling. In India, membership of a particular caste has 
been entirely a matter of birth, and intermarriage is strictly prohibited. 
Again, in the case of European guilds, ‘ the common occupation ^vas a 
real tie, a source of strength in the long run against the nobles and 
king=;, not a svmbol of disunion and weakness like caste in India'. 
Some writers have held that ‘ like the guilds of the Middle Ages in 
Europe the castes may have developed and fostered art and industry ' 
and that ‘ the s\vtem may have preserved the wonderful mechanical 
-kill and dexterity of the artisan classes in the face of foreign competi- 
tion While there is undoubtedly some truth in this view, it i^ also 
quite possible that the lack of adaptability and general unprogres-b e- 
ne^s which characterize the Indian crafts at the present day mav he 
due to the trammels of the caste system, viiich must have tended to 
check natural advance.- 

In defence of the caste system it may be granted that in the da}s 
of the Aryan invasion it probably helped the collaboration of races and 
co-operation of cultures.^ ^ 

Probably it also enabled Hindu society to face the shocks 01 
political invasion without itself suffering dissolution. Further, the 
caste system may be admitted to have led to the fundamental stability 
and contentment of Indian society. Till recently, career and occupa- 
tion tvere settled in India entirely by the birth of a person. This saved 
him from the w’orry and the restlessness incident in modern society 
to the choice of an occupation. The occupation being fixed for a 
person at his birth, he was protected from ‘ the canker of social jealousy 
and unfulfilled aspirations’. 

?7. Caste system indefensible in its present form. — ^Vhatever the 
initial merits of the caste system, in its present development it deserves 
only unqualified denunciation. It is one of the greatest di-ags on pro- 
gress devised by the perverted ingenuity of man. It op^'ates at present 

^ See Wadia and Joshi, cp. cit., p. lao. 

“ "A guild may expand and develop ; it gives free play to artistic inspirarion : and 
it was the union of the guilds that gave birth to the free cities of the Middle Ages. A 
caste is an organism of a lower type ; it grows by fission, and each step in its growth 
detracts from its power to advance or even to preserve the art which it professes to 
practise.’ — Ridley, op. cit., p. 270. 

® ‘The system of caste is in reality neither Aryan nor Dra vidian bur was intr^;- 
duced to meet the needs of the time when the different racial types had to live 
together in amity. The only way of conserving the culture of a race which ran the 
great risk of being absorbed by the superstitions of the large numbers of native in- 
habitants was to pin down rigidly by iron bonds the existing differences of culture 
rnd race. Unfortunately, this device to prevent the social organization from, decay 
and death ultimately prevented it from growing.’ — S. Radhakrislinan, Indian Philo- 
sophy ^ vol. I, pp. 1 12-13. 
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degenerated as a vast engine of oppression and intolerance and ir 
malignant force making for social and political disunity and weakness^ 
If it is fair to describe Indian nationality at the present moment as a 
a'azy patch-work quilt with no warm sense of unity binding its different 
parts, this is to no small extent due to the caste system. In India the 
caste svstem has prevented the evolution of a strong nationality, which 
has been promoted elsewhere by a pro-cess of unrestricted crossing between 
the different races inhabiting a common territory. It is probably the 
greatest political handicap under tvhich the Indian people are labouring 
at present and it has often been a source of political weakness in the past.. 
For example, there is much force in Professor Jadunath Sarkar’s conten- 
tion that the downfall of the Maratha empire was largely due to the un- 
healthy development of the caste spirit. It is impossible for the Indian 
people to realize their economic destiny to the full without political eman- 
cipation, and the caste system undoubtedly acts as a formidable obstacle 
to the attainment of political swaraj. 

§8.. Endogamy and racial degeneration, — One of the points urged in 
favour of tlie caste system is that it tends to preserve the purity ol 
superior racial stocks and that the Hindus are not the only people* 
■who have adopted elaborate devices to maintain this purity. Buq 
noxehere else is to be found the strict adherence to the principle of 
endogamy peculiar to the Indian caste system, which leads to constant 
inbreeding and perhaps to the deterioration of the superior stocks. 
Moreover, while, in some castes there is a great excess of males and in 
others a gi'eat excess of females, the caste system prevents the attainment 
of sexual parity as the deficiency in one caste cannot be rem'cdicd by 
the superabundance in another. This is in some measure responsible 
for the social evil of heavy dowries and the persisucace, in certain parts, 
like the Punjab, of the practice of infanticide. 

Caste iprevents correspondence between aptitude and function. — 
The caste system prevents that close correspondence betwicen inborn 
capacity and industrial function which is such a fundamental element 
in economic progi'ess and w^elfare. ‘ The moment you divide your men- 
into -watertight compartments on the mere accident of birth irrespectiw 
of their temperament and qualifications and at the same time refuse 
them their birthi'ight to develop their natural capacities and faculties, 
lo the highest possible limit, you deny your nation all the advantages 
that otherwise v’oiild have added to the store of national wealth and 
well-being. We do not know^ how much harm is being don'e to' the 

‘Tht; population of a district or a town is a collection of diirerenc nationalities, 
almost different species, of mankind that will not cat or drink or intermarry with nnr 
another. It is hardly too much to say that by the caste system the inhabitants of 
India are differentiated into 2,000 species of mankind, which in the physical relations- 
of life have as little in common as the inmates of a zoological garden/ — Bampfylde 
Fuller, op, cit. 
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economic activity of the people, by putting men in the wioong; places, 
c.eiiying as it does equal e»pportunities to alL*^ 

.To. Immobliity of capital and labour. — The caste svstem pre\eiits 
free mobility of capital and labour. Mobility o£ labour is hindered 
by making difneuit a change of occupation or of place. As under 
the old system of handicrafts the artisan uses his O’Neil capital, im- 
mobility of labour nece^^sarily implies immobilitv of capital as well. 
I nrtherniorc. the system leads to the formation of rigid non-competitive 
groups, and to the overcrowding of certain occupations with an undue 
advantage being given to others which lie strongly entrenched behind 
the caste walls artihcialiy protecting them from external competition. 
Tl. Caste a hindrance to large-scale enterprise. — The caste system im- 
pedes the progress of large-scale enterprise in various wavs. In the 
first place, there is a lack of speedy adjustment between demand 
1 i anu }v.ppl} ui a p.uricuiar kind of labour. Secondly, the svstem 
militates against die minute subdivision of labour characteristic of 
modern large-scale production. Besides, oiciiig to the caste svstem it 
is difficult to bring together intellect, manual labour and capital, wdrich 
are often isolated from each other, forming separate castes.- Again, 
consumption becomes localized and sectarian, as every caste distinguishes 
itself from every other in its mode of living by many differences of 
food, apparel, utensils, etc. A very large variety of commodities ha? 5 , 
therefore, to be prt^duced. but each single commodity on a small scaie.-^ 
The result is that though the country is large, the scale of production 
tends to be small, making economies of large-scale production difficult 
of realization. Another minor point is that improvement in the 
economic conditions of the socially lower classes is not ahvays reflected 
in a better standard of life, there being no chance of die lower classeis 
being admitted into the fold of the higher classes and thus by force of 
example adopting the superior standard of the latter. 

:T‘2. Caste and dignity of labour. — The caste system produces among 
the higher castes a disinclination towards certain occupations and 
forms of labour normally followed by the loiver castes, and thus often 
prevents them from improving their economic p:)sition and * intensifies 
tlie evil resulting from the overcrowding of certain so-called genteel 
professions. It is true that in Europe people have no illusions about 
the dignity of labour, the tendency being not towards an apotheosis 
of work but rather t«nvards its reduction and more even distribution. 

^ S. V. Ketkar, Indian Economics. 

' The failure of early banking in India has be*rn attribured biter 

to the fact that one of ihe h-dps to success under conditions prevailing in India 
was often lacking, namely that a bank should consist, if possible, of men of the 
same caste to ensure harmonious working. 

^ This contention, it must he admitted, loses mu*.h of i:s force \'\hen, ns in the 
case' of some castes, the membership runs into millions. 
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At the same time, everybody feels at liberty to follow whai occupation 
he likes in order to advance his material welfare and, on the 
whole, no form of honest labour is regarded as degrading in itself 
and there is no such thing as a man losing his caste and in'curring 
social obloquy because he chooses to follow some other than the 
ancestral occupation. This promotes mobility of labour and capital 
and makes for economic strength. Another loss entailed by the caste 
system comes from the existence of caste prejudices against the use of 
certain methods of impro\ement in agricultural and industrial produc- 
tion. The objection to the use of bone, fish and night-soil as manure for 
agi'icultural land entertained by many castes is an instance in point. 
sl8. Caste antagonistic to principle of equality. — The caste system is a 
negation of the beneficial principle of equality and injures the higher 
as xv^ell as the lower castes. It breeds in the former a false and distorted 
sense of superiority, and in the latter a mental attitude fatal to the de\e- 
lopment of self-respect. An extreme example of this is offered by the de- 
pressed or the untouchable classes, wdio are subjected to unheard-of 
humiliation and to manv disabilities not only social but also economic. 
The unfortunate victim of this system ‘ is constantly a loser in ordinary 
commercial operations through his inability to enter a shop or even to 
pass through streets where shopkeepers dwell. Social ostracism so degrad- 
ing, persisting through immemorial centuries, has naturally constituted a 
most serious obstacle to manliness, independence and capacity towards 
self-help.’i 

§14. Influence of Western cmlization on caste. — The influence of Wes- 
tern thought and the introduction of so much of the modern 
machinery of civilization (c.g. railways) is tending in some measure 
to break down the barriers of caste. Owing to the linking up of the 
village with the outside Tvorld and the growth of trade and modern 
industry, an increasing number of people have begun to find it advan- 
tageous to give up their old traditional occupations and seek emplovment 
in the new mills, mines and workshops. Members of the h%her castes 
are being driven by the stress of economic circumstances to follow 
professions hitherto assigned exclusively to classes lower in the social 
scale. Many Brahmins, for instance, are setting up as tailors, traders, 
shopkeepers, etc. Vocation is, therefore, no longer a sure index of 
caste. The exigencies of railway travel again have led to the relaxation 
of certain taboos on food, drink and personal contact— a process helped 
by Western education with its levelling tendencies.^ 

’ Moral and Material Progress Report (1923). 

. . , the rules about the diet and contact with other castes rest upon a 
inoirtphysical theory of ceremonial pollution which admits of many exceptions. Ever 
since the time of l\Ianu it has been recognized that the devout traveller, when in 
danger of starvation, must pocket his caste scruples and satisfy his hunger as 
best he can. In modern times, and especially since the introduction of railways. 
This comforiahle dorurine has been developed and elaborated by T^rahminical casuistry. 
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"^Vestem education and culture, university and college life -where 
the low caste man rubs shoulders with the high caste man, the gi'owth 
oi large towns, the influence of the ruling race, the development ci 
a spirit of scepticism, are all undermining the spirit of caste exclusion. 
WTile reducing among the higher classes the inclination to insist on 
their privileges, they are making the lower classes less disposed to admit 
without question the superior status of the higher castes. Again, there 
is notv* only one law applicable without distinction to high and low, 
and the state no longer encourages the pretensions of the higher classes, 
nor does it favour their admission to the superior posts in Government 
service.^ On the conti'ary, appointments ai'e now preferably given to 
the lower castes and a sort of inverted caste system is being introduced. 
The lower castes are becoming more self-conscious and alive to the 
neces-iity of removing their old disabilities by concerted -communal 
action. This tendency has manifested itself even in the loteest of the 
low castes like the Mahars, who are now making organi/ed efforts to 
assert their rights. The Hindu-Muslim tension, again, is making even 
conservative Hindus more amenable to the inrluence of ideas of social 
reform and social equality. The very existence of the Hindus as a 
community, it is felt, depends upon their putting their house in order, 
^vhich means, among other things, that the caste system must go or at 
any rate must be altered beyond recognition, ^"arious Hindu political 
leaders have started a crusade against the caste system and Mahatma 
Gandhi has initiated a movement particularly directed towards the 
removal of the curse of untouchability.- 

ft has long been held, fer example, mci? bweetmear^, a generic and elastic terra, 
■which includes all the promiscuous messes scld the railway platforms, may be 

."aken from almost anybody. Nice inquiries about the caste of itinerant vender^ 
of sweetstuffs cannet be prosecuted from the window of a third class carriage 
during the short stoppage, and a modern proverb sums up the position in the prre- 
Tical query, “You have eaten the food he gave you, why ask about his cf.ste^*'. 
On the same principle the wise man finds it convenient to forget that ice was once 
water, that soda water, before it found its way into a cunningl}' contrived, 
bottle, owned the same humble origin and did not necessarily come straight from the 
Ganges; that certain essences and extracts u^ed for medical purposes bear an fs- 
certainable relation to beef, and that imported biscuits musf have passed in their 
making through the hands of all sorts of cristeless folk. Nor is he so indiscreet 
as to inquire at how* many paces’ distance his neighbour can convey pollution, 
when he must in any case rub shoulders with him in the railway carriage for 
twelve hours on end.’ — Risley, op. cit., ppu 279-So. 

^ Regarding the vaiyung attitude of the I^riii«:h Government towards the caste 
system and the influence of British administration generally, see G. S, Ghurye, 
cp. cit-, pp. 15S-64. 

" Readers will remember the sensation caused by Dr Ambedkar when in 1936 he 
announced his intention to leave the Hindu fold along with his followers and em- 
brace any other faith promising equality of treatment to Harijan converts, Fnd 
the determined attacks delivered from the most unexpected quarters on the citadel 
of orthodox caste-ridden Hinduism which made it possible for an enlightened de- 
pressed-cl^ss Hindu to entertain the thought of desertion. 
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ilo. Yitaiity of the caste syscam. — In spite of ail this, however, it 
would be a mistake lo suppose that the caste system is moribund. Un- 
fortunately, it stiii holds sway in practically unabated strength. The 
hold of caste is so strong on the Indian mind that it has even affected 
communidcb like the Muslims whose religion places such strong 
emphasis on the complete equality among the followers of Islam. 
Recent events seem to hate intensified some of tire,' ervdls of the caste* 
system. More especially recent political reforms have tended to increase 
the bitterness and ill-feeling between the various communitiicis by leading 
to a scramble for political power. We have referred above to the 
general awakening among the lower castes, and although this is a 
welcome development in manv ways, in practice it is often seen that 
devotion to one’s own caste means a fanatical hatred of the superior 
castes, and much -energy is thus being wasted in feeding fat the ancient 
grudge against the higher -castes. The new rights confeiTcd on the 
people by political reforms are not infrequently misused to foster narrow 
sectional interests to the neglect of the wider national interests; and 
the vai'ioiis castes with their improved organization and strengthened 
self-consciousness are made to serve as a ready-made system of standing 
political caucuses. While the different castes are giving free vent to* 
their grievances against the -castes higher up, they are generally not 
prepared to treat on terms of perfect equality castes low^cti' than them- 
selves in the social scale. Like many levellers thiiv wush to level 
dote 71 as far as themselves, but they cannot bear levelling up u> 
themselv^. Brahminisin is, indeed, everyw’’here on die defensive, but 
the spirit of Brahminisni still pei^ists and has permeated the lower 
castes. 

51b. Remedy for the evils of the caste system. — When one thinks of 
the manifold e^Ils of the caste system, one is tempted to sigli for some 
prnvcrfui. benevolent despot wlio would shatter to bits the present 
social structure and refashion it on more sensible lines. A social 
revolution as a destroyer of the Indian caste system would have to be 
on a vast^ scale— much vaster, for example, than the French Revolution, 
and possess far greater transforming energy. Failing a revolution of 
this -character w'e must irait for the progress of education and the 
spread of general enlightenment gradually to disintegrate the caste 
system and make it innocuous. We may add that the enlightenment 
must spread especially to the demale sex, wdiose ignorance and con- 
servatism make them so teriacious of the old restrictions and observances. 
Similarly, it is of the greatest importance that it should penetrate intO' 
the villages where, in a predominantly rural country like India, the 
most serious apposition to refotmi will have to be met.^ 

For an interesting discussion of the various methods of abolishing the caste 
S}>tein in India the reader is referred to G. S. Ghurye, op. cit., pp. tSa-t). 
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§17. The joint family system. — Another characteristic feature of Hin- 
du society is the joint and undivided family. In the "I Vest, the tainiiy 
generally consists ot wife, husband and minor children. In India, 
however, there may be living together at any given time perhaps three 
generations with several collaterals, constituting a single household. An 
undivided Hindu family is ordinarily joint, as regards not only property, 
but also food and worship. The institution of tlie joint family is the 
basis of Hindu law as regards maiTiage, adoption, maintenance, and 
especially inheritance and succession. 

§18. The origin of the joint family. — The origin of the joint family 
is generally attributed by sociologists to the advance of civilization 
from the pastoral to the agi'icultural and industrial stages of economic 
development. ‘ "IVhere the hunting and root-grubbing stage ^vas sup- 
planted by developed agriculture, the labour of man in tilling the soil, 
constructing the house and maintaining the patrimony became of 
signal importance. The male is now the chief factor in the economic 
process, and we accordingly find the patriarchal family.*^ The econo- 
mic causes are reinforced by a sti'ong sense of kinship and a religion 
emphasizing ancestor-worship, and the institution thus becomes a 
.complex socio-economi'c organization designed to secure the spiritual 
and economic welfare ot the large family groups of which society 
comes to be composed. The joint tamily patriarchal organization of 
India, which became practically universal throughout the countiy after 
the Aryan occupation, beai's a close resemblance to that of the ancient 
Greeks and Romans, pcriria potestas having its counterpart in India 
in the supreme authority with which the eldest male member of the 
family is invested in the conduct of all the affairs of the family. 
He may be regarded as a sort of uustee administering the i^roperty 
of the family and regulating its affairs for the general material and 
spiritual w^elfare of its members, and lie is empowered to take any 
course of action- calculated to achieve this end. The women of the 
household have a separate female head with corresponding authority 
in matters of internal domestic economy, and often not without con- 
‘siderable influence in the regulation of the external affairs of the family 
as well, though these constitute the special chai'ge of the senior male 
member. The earnings of everj,^ member are thrown into the common 
stock, from which they are drawn as required by the head of the family 
to meet the needs of all. Everyone earns according to capacity and 
receives according to need. Thus the joint family organization may be 
regarded as the nearest approach to the ideal of a socialistic community. 

Apart from kinship, religion and social tradition, economic condi- 
tions of life and labour helped the joint family to maintain its cohesion 
and solidarity for long centuries. Difficulties of communication and 
travel compelled all the members of the family to live together and to 

^ Seligman, Principles of Economics^ ch. vi. 
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czuTV on jointly the hereditary family occupation in agriculture, industry 
or U'aded Such a state of things naturally prevented the individual 
member from going abroad and carving out for himself a different 
and independent career. Nor -ivas there much scope for the employ- 
ment of differential ability, ^vhich is so important in the present 
complex economic organization. 

$19. Merits of the joint family system. — Several points may be 
urged in favour of the joint famih system. In the first place, it teaches 
men to labour tvitliout selfsliness and suffers none to lack. To every 
one is guaranteed at lea^t a bare subsistence, whi'ch is the very first 
condition of economic progress. Children who may happen to be 
orphans are cared for and not turned adrift into the world before 
they are in a position to face its troubles. Similarly, the joint 
fainilv affords a safe and respectable asylum to unfortunate widows, 
for whom an escape by re-marriage from their helpless condition is not 
ordinarily available. Ic also makes superfluous state pi'ovision in the 
shape of old-age pensions, poor relief and the like for the aged and 
the poor. The infirm, in spite of their disability, are made to fit into 
the household economy, being assigned work suited to their strength 
and capacity. More generally, we may say that the joint family secures 
the advantages of a simple division of labour to some extent, by giving 
each member such work as is suited to him. In the village, the 
womenfolk and the children of the cultivators' and artisans’ families 
help the adult males in their occupations— a consideration of some 
importance during the busy seasons of the year, when there is practically 
no labour to be had on hire. 

In the field of consumption, much saving is effected by preventing 
duplication of a household equipment and establishment, and thus 
a small income is made to go a long way, and comparatively large 
families can be maintained without much effort. So long as a joint 
family keeps together, the most economical use of its assets is possible, 
and evils such as excessive subdivision and fragmentation of land arc 
avoided. 

Over and above these economic advantages, the joiirt family at ' 
its best fosters the virtues of self-discipline, sacrifice, obedience and 
reverence. 

520 . Defects.— However, the inherent defects of the joint family system 
are being brought into relief by the altered circumstances of today. One 
Oi the main defects is the absence of a correspondence between reward and 
effoit— which, we may note is passing, has been advanced as an effective 
argument against most forms of socialism. Human nature being what 
It IS, the best stimulus to strenuous endeavour is the certainty of being 
able to reap the whole fruit of one's effort. This stimulus is generally 

B. G. Bbatnngar, Basis of Indian Economy, 
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wanting in the joint family. For it happens only too hcquentlv that 
the ceitainty of being looked after, whether one '^'.’orks or idles away 
one's time, breeds drones in the family, lacking in the sense of self-respect 
and responsibility. 

As the tery root-idea of the joint family is the subordination of 
the individual to corporate ends, necessitating tlif minute regulation 
by the family head of the conduct of every member, the environment 
is uncongenial to the development of individuality, initiative and en- 
terprise among those tvliose duty is simplv to receive orders and obey 
them. The head of the family is the oniv exception to this. But even 
in his case the sense of responsibility to the famiiv often keeps him 
trom the bold acceptance of ridKs so necessary for economic progress 
today. Further, the earni!igb of individual members being spread thinly 
over the tdiole family, the accumulation of -capital and, therefore, large- 
scale enterprise are discourag::d. The development of family affection 
has its be^-iitiful side but it encourages stay-at-home habits making for 
immobility of labour. 

v21. Modem disintegrating influences. — Modern conditions on the 
vdiole being unfavourable to the maintenance of the joint family system, 
i:s defects are being forced into prominence and the system is generally 
giving way to the various forces which are at present being brought 
to bear upon it. In the first place, the development of communications 
and ti'ansport have opened n-w opportunities for individual initiative, 
and the more enterprising members ol the family arc impelled to leave 
the family fold and carve out an independent career for themselves. 
Secondly, the loss or decline of old family occupations has, in many 
cases, made it impossible for the family to keep together and has 
forced dispersal on it. The subtle influence of IVestern individua- 
lism has not failed to make an im'oad on the solidarity of the joint 
family. The markedly individualistic bias of the British civil law and 
procedure is further* hastening its break-up. The intensification of the 
struggle for existence, coupled with the growth of the individualistic 
spirit, is making the system more or less an anachronism. The familiar 
picture of domestic bliss and contentment generally associated with the 
joint family of old has ceased to represent the facts of the case. The 
spirit of give-and-take has given way to uncompromising assertiveness, 
with the result that discontent and petty squabbles are the order of 
the day in manv families run on a joint basis. 

While on the ^vhole we welcome the gradual dissolution of the joint 
family system, we must not be iindcd'stood to favour a blatant indivi- 
dualism rvUich is entirely self-centred and feiels no call of 'conscience to 
stretch out the hand of helpfnlnqiss to the ^veak and the needy among 
one's relations. The problem is to stesa’ clear of the complete suppres- 
sion of individuality on the one hand and, on the other, of the 
complete suppression of the spirit of mutual sympathy and helpfulness. 
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The need for selhsacrihce will always remain^ but seif-sacrifice ought to 
be voluntary instead of obligatory. 

i'22. Laws of inheritance and succession. — After the discussion of the 
joint family we pass on by a process of natural transition to the 'con- 
sideration of the laws of inheritance and succession, which are largely 
governed by the instiuuion of the joint family. As Seligmart observes, 
‘ the institution of private property lies at the basis of modern economic 
life,' and it has been the product of a long evolution in which three 
main stages may be distinguished. The first stage is that of group or 
communal property. The second stage is that of inalienable and joint 
family property. The third stage is that of individual private property. 
In India, we may be said to be still in the second stage, though the 
transition to the third has already commenced. The presumption of 
Hindu law is still in favour of undivided family property unless there 
is a regular partition.^ 

i2B. The Mitakshara and the Layabhaga systems. — Originally, so far 
as there was any notion of ownership of family property, it ^vas in the 
nature of what we in these days call corporate o^vnership. The owner- 
ship w'as vested in the family as a whole and did not belong to the 
individual membei's of the family in the sense that partnership property 
belongs to partners. The head of the family was only the uncontrolled 
manager of the property. The question of the distinction between 
ownership and managership did not arise so long as alienation was not 
permitted. But when the queistion of alienation did ariise in course 
of time, conflicting theories were pi'opounded by each of the two leading- 
commentaries on Hindu law, Mitakshara and Dayabhaga.^ According 
to the Mitakshara school, the sons are joint ovuicrs of the family pro- 
perty along with the father even in his lifetime. According to tile 
Dayabhaga school, they become owners only when he dies. In either 

^ ‘ In Eni^land, ownership as a rule is single, independent, and unrestricted. 
It may be joint, but the presumption will be to the contrary. It may be res- 
tricted, but only in .special circumstances and under special provision. In India 

on the contrary, joint ownership is the rule, and will be presumed to exist in 
each individual case, until the contrary is proved. If an individual holds property 

severally, it will in the new generation relapse into a state of joint tenancy. 

Absolute unrestricted ownership, such as enables the owner to do anything he 

likes with his property, is the exception. The father -is restricted by the son, the 
brother by his brothers, the woman by her successor. If property is free in the 
hands of its acquirer, ii will resume its fetters in the hands of his heir. In- 
dividual property is the rule in tlie West. Corpewate property is the rule in the 
East. And yet, although the difference between the two systems can only be ex- 
pressed in terms of direct antithesis, it is pretty certain that both had a common 
origi-n. In India, the past and the present are continuous. In England, they are 
separated by a wide gulf. Of the bridge by which they were formerly connected, 
a few planks . . . are all that now remain.’ — J. D. Mayne, Treatise on Hindu 
Law and' Usage, p. 305. 

There are two systems of inheritance in India, namely, the Mitakshara and 
the Dayabhaga. The latter prevails in Bengal and the former in other parts of 
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case the hither is the uncoiitroileci manager. The diiferciicc is oiii\ with 
regard to ownership. Under the Dayabhaga systenu the father is the 
sole otvner during his lifetime. Under the Mitaksliara. the father and 
the sons together are otvners, not as individuais but as a corporation. 
This difference lias led to diftereni principle's of partition and mheri* 
tance. It any meinbea.' of' a joint Hindu family desires a partition he 
can demand it, as there is no compulsion on the members of a Hindu 
iainilv to liv^ in common. In the Dayabhaga system, howxwer, there 
can be partition only as between brothers and descendants of brotliers. 
but not btjtween a father and his sons, because tlie latter are not owneors. 
Under the iSIitakshara system, there can be a partition even between 
lather and sons, as the urcnership is jointly \'ested in them and in the 
event of a pai'tition the ^ons can altvays insist on their rights being 
respected.*^ 

:r24. Inheritance under the two systems.— We pass now to the law of 
inheritance, meaning by ‘ inheritance ' the transfer of owaicrship which 
occurs at. and in consequence of, death.- Jn a Mitakshari joint family, 
there can be no inheritance, as the death of a membea.' makes no change 
in owngrship, and property remains undivided unless partition is in* 
sisted rqxm. As Hayne points out, property under Mitakshara, so long 
ks the family chooses to remain joint, devolves upon the members of 
:iie family for the time being' by survivorship and not by succession. 
Even under the Dayabhaga, hotvever, no perceptible change in the affairs 
-of the family is occasioned by a death not follotved by actual partition. It 
is only when a partition takes place that the question of tracing the suc- 
cession arises. In a Dayabhaga family there is a case of inheritance when- 
ever a member dies, the share of that member descending to his heir. 

It must not be supposed, however, that all property in India is 
joint property. Separate property may be acquired, though it is not 
always easy to determine in what circumstances it is separate. But in 
the case of separate property there is true inheritance, for which legaJ 
provision is necessary. 

U2">. Economic effects of the laws of inhepitance and succession. — The 

result of partition and inheritance under both the schools is a wide- 
spread distribution of property, all sons having an equal share, and 
widows and daughters also having a limited interest in the joint 

India. * The diii-rrence between the two s^sterxis is due to the fact that under the 
Mkakrihara school cons.inguinity is the :5Qverning principle for determining tke 
Tight of inheritance, whereas, under the Dayabhaga system its place is taken by 
-ihe doctrine of religious efiiciency tv Inch means the capacity of the successor to 
benefit- the pK?rsons. ’ — D. F. MuUa, Principles of Hindu Law, p. 36. 

^ In the case of Indian States and in some zamindari estates no partition i« 
fdlowed, the throne or the property descending to the eldest male member. It is 
only in these exceptional cases that the law of primogeniture prevails. 

Partition is, of course, independent of death, though as a general rule 
-takes place at the death of the father cht manager. 

1—7 
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property. Tlie general principle is that the male dcsccndaiUb oi a 
common ancestor through malefs have a greater claim than the others, 
in effect, if not in theory, the Muslim law of inheritance and succession 
bears a close analog)' to the Hindu law. .Vmoiig Muslims, though there 
is no presumption of jointnes^, the joint family itself is not uncommon, 
though under Masiini late the owner of the property— whether ancestral 
or sell-acquired— has control over it during his lifetime only. It devolves 
by succession on an even larger variety of heirs than under Hindu law. 
The rules oi distribution ol property under Muslim la^v depend, not on 
consanguinity only, but also on certain equitable considerations, by 
which die rules based on consanguinity ai'c modified. As in Hindu law, 
there is no right of primogeniture, and male heirs are generajly pre*^ 
f erred to female. 

In defence of the Indian laws of inheritance an.d succession it 
may be urged that the absence of primogeniture is homage paid to- 
the principle oi equality and distributive justice. Tlieir tendency 
is to prevent -great differences of ivealth from arising and to promote 
the growth of a substantial middle class. In respect of their operation 
on the divisioii of land they lend to ensure— unless carried too far- 
a stable rural society consisting of independent and scil-rospccting, 
peasant proprietors, who are the backbone of a healihy agricultural 
organization, with which tlie welfare of the country is closely linked. 
From the standpoint of industrial progress, the fact that everyone gets 
something to start with is an advantage. The smallness of the patri- 
mony, which is the general result of an equal distribution of the jiroperty 
among the claimants, is in itself a stimulus to further^effort for supple- 
menting it in order that the accustomed sLandaixl of comfort may 
maintained.^ 

There are, however, important considerations -which tell against 
the laws of inheritance prevalent in India. In the first place, they 
have the effect of discouniging large-scale^ enterprise ])y preventing 
the accumulation of large capital resources. Saving is difficult when 
the share of each individual is small, as it often is \vhen property is 
equally divided. This evil, however, can be mitigated by the develop- 
ment of joint-stock organization of industiy on the 1)asis of limited 
liability, which enables even small savings to be itiilized for large-scale- 
enterprises. 

Another serious evil flowing from the unrestricted operation of 
these laws in India relates to the 'excessive subdivision and fragmentation 
of land, resulting in uneconomic holdings and encouraging the litiga- 
tion which plays such a sinister role in aggTavating the povc^rty o£ the 
peasantry. 

§26. Is Indian s-pidtuality responsible for India's economic backward- 
It is often alleged that in India * religion bids a man turn his 

' P. Banerjea. A Study €>f Indian Fconontics, p. 48. - 
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back upon ali material advantage and. ii he is a Hindie regard 
everything as a mere manifestation of religion'; and kirtiier that tht 
characteristic ot Indian civili/ation is an abiding sense of the infinite, 
■whereas economic progress implies preoccupation with the hniie and 
the material side of life. W'e have to consider, in the hrst place, 
whether an other-w^orldiy attitude is enjoined bv Indian religion and 
philosophy in a sense in 'which this is not true ot other religions and 
other philosophies : and, secondly, we have to consider how far the 
road to economic progress in India is barred by the dominance oi the 
ascetic ideal w^hich is supposed to be lield up before the masses by Indian 
spirituality* 

y2t. Appeal to history. — In this eonucxion w’c ar the olilscl 

appeal to liistori'cal evidence against the contention that Indian 
spirituality has fostered a pessimistic attitude and a universal indiiier- 
ence to the material side of life. Ii the Indian mind had been 
exclusively taken up by thoughts of the other world, as has been 
frequently asserted, the Indian people w^oulcl not have figured in 
history as great empire-builders, conquerors, and daring colonizers.^ 
Their remarkable achievements in ail these directions have not been 
deputed. The interests of Indians were by no means limited to religion 
and philosophy, though they made these spheres peculiarly their own. 
The theory that the Indian mind has always been pi'eoccupied with 
religious and metaphysical speculation, to the exclusion oi all other 
interests, is inconsistent with its admitted achievements in the sphere 
of the positive sciences. It is well knotvn that the ancient Indians laid 
the foundations of mathematical and mechanical knowledge. 'Tliev 
measured the land, mapped out the heavens, traced the course of the 
sun and the planets through the zodiacal belt, analysed the constitution 
of matter and studied the nature of birds and beasts, plants and .'^eeds.' 
The invention of algebra and its application to asti'onomy and geometr\' 
is due to the Hindus as also are the numerical symbols no-w curreut 
everywhere in Europe. Again, the world-wide famie achie^^d bv the 
products of the old Indian handia'afts bears testimony to the fact that 
Indian spirituality did not paralyse economic activity in the past. Tt 
is true that Indians did not invent any great mechanical appliances, and 
Radhakrishnan makes ‘ a land heaven which gave them the great ^vater- 
courses and abundant supplies of food ' responsible for this. Although 
this theoiy’ is too simple to be accepted as a complete explanation, wt. 
believe that tliere are sufficient grounds for rejecting the alternative 
hypothesis either of an inherent defect of the Indian inteltet. or of 
greater preoccupation of the Indian mind with matters of the spirit 
than with mundane matter^. It must further be remembered that tlie 
mechanical inventions after all belong to comparatively recent times. 
Till the eighteenth century at least India could challenge comparison 


^ V. G. Kale, htdtjsn Economics, vol. I, ch. iiL 
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with the leading nations oi ihe Wesi as regards pi ogress id the ai'ts oi' 
material eh ili/ation. The iaet that since tlien ^Lagnauorl has set in 
cannot reasonablv be aitrlbuied i<> the inliueiice cd Indian spirituality. 
As we shall see later on. there ha\e been many other influences at work 
whicli offer a niucli moie adequate and convincing explairation ot this 
phenomenon . 

r2.s. Influence of religious belief on economic activity generally exag- 
gerated.— 'runii'ng to present-day conditions, we find that it is exactly 
those people and communities like the Marwaris, Jains, and Bhatias 
among the Hindus, and the Khojas, Memons and Bohras among the 
Muslims, tdio may be supposed to be most amenable to the in- 
jiuence of orthodox religion, that have taken a prominent pan in the 
new industrial life of the country and have shown a remarkable adap- 
tability to Western industrialism.^ Profession of the Hindu or Muslim 
religion is. therefore, obviously not incompatible with a siiccessfiii 
]>ursiiit ot material ends. Even supposing that the drift of religion in 
India, as it is generally understood at present, is antagonistic to all forms 
of secular activity, its influence, so far as an average believer is concerned, 
is capable of being eftectively counteracted when conditions are favour- 
able to material advance and when there is no inheremi incapacity for 
taking full advantage of them. The various comniuniiies like the Jains 
and Bhatias refeiTed to above have certainly been helped by their long 
traditions of business activity and enterprise dating even fr'oni pre- 
British days. No religion, however unworldly its character, is able to 
o\'ercome permanently the natural impulse of man to improve his eco- 
nomic condition. dTe economic motive is at least as powerful as the 
religious motive and more continuous in its operation, and this is true 
of the East as ’tvell as of the West. It is only -when the general ^economic 
outlook is hopeless, ivhcn, for example, the administration is so oppres- 
sive that it discourages every eflort of creative activity, that the avxTagc 
man seeks the consolation of a religion preacihug quietism aiul fatalistic 
resignation and uses it ab a kind oL anodyne to steep his senses into 
lorgetfulness of the evils l^y which he is surrounded and which he mti^i 
endure because he is unable to cure them. When opportunitibs for 
ameliorating his earthly condition by positive* eflort jnesent themselvt^, 
adherence to a philosophy of inaction and to a religion which would 
turn people away from purposeful material activity tends to become 
purely formal. Religion and life lose contact with each other and, 
while paying lip-service to the foi'inal texts of religion, people come to 
regulate their life according to entirely different standards. Or, in the 
alternative, the profession ot a religion reduces itself to the performance 
of some fixed ritual, and ihe scrupulous observance of certain forms and 
ceremonies, which need not in any way hinder the ardent pursuit of 
wealth. Side by bide with these incongruities, which occur because the 


See KaJe, op. cit., vol. I, p. ^^5. 
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traditionally accepted belief comes to be out of harmony with ciianc^eu 
conditions, religion itself g:raduallv undergoes a iresh rational s\ntitesis 
and gathers into new conceptions which serve to bridge the gull 

between belief and coiuluct. "I'liere in a new adiiistiuent oi 'eniphasiv. 
so that worldly activiu ceases to be regarded as inherentU furik oi 
sinful. The tendency now is to preach energetic endeavour in the 
world instead of an ascetic withdrawal from it, and to deny that 
there need be any sliarp separation between secular and spiritual 
activity. The pursuit of material ends is rec'ogni/ed ro be not neces- 
sarily incompatible with dreams of spiritual destiny, h> that the two 
motives may be so interwoven in the life oi an individual as to form 
a single strand of purpose. The modern ChrisTian vrorld no longer takes 
in a literal sense the Biblical view that a rkli man bv reason of his 
riches is in a parloiiN ^late so far as his spiriiual destinv is concerned.^ 
Christian divines of the present dav, for instance, woiikl be ready to 
allow that a business man of the tvpe of Cadbury lias as good a chance 
of securing a place in lieaven as anyone else. For material wealth in 
itself is not an cviL If honestly come by, it meaiiv that the person earn- 
ing it has performed some valuable service which llie community thinks 
,it worth while paying for. Both acquisition and expenditure ol monev 
can be essentially altruistic in purpose and in result. 

>*29. Fatalism a heritage from unsettled political conditions in the past. — 
Wc are strongly inclined to the view that the iaralism or other-worldli- 
ness which is regarded as the characteristic of the Indian outlook on 
life and as a serious hindrance to the material progress of the people 
is lai'gely attributable to the conditions of political aii;*rcli\ which pre- 
vailed in the country iiii mediately before the advent of the British and 
which rendered impossible the ncxi'mal functioning of the economic 
motive. When govei'iiTuents were more r(>])!:)ers than protectors 
of the people— and this vv^as the desaription to which most of tlie 
governments existing in the country ansveered in the chaotic times 
immediatelv preceding the establishment of British rule— when people 
stf)od to lose in a inonicnt the fiuits of vears of industry by the rapacity 
of a chance invader or oppressiv'c* ruler, the incentive to the production 
and accLiinulatiou of wealth was hound to be v^ciw weak. It is natural 
that Iiope and ambition laded from the outlook of the*' people under 
ihese conditions, and iaialism took possession of their minds. 

> ■-’>(». Process of reinterpretation of religion to harmonize it with changed 
conditions. — With the esoiblishment of ])eace, and under the iiidiiente 
ol Western ideas and W'estem science, a reinterpreuuiou of rdigion on 
lines familiar in the AVest is alreach taking place, and purposeful action 

^ * How hardly dudl Jii'-y thar have ncht--^ ^-nr^r into thr* kingdoiT: of God ! 
... Ii 1*=^ easier for a cam-"*] tn thntu^^k eyr. jtf a n»~r«dl'- mi; n lo'* rai* 

Tr.an to enter th.- kin^^dom of God.’ T/;r BthJc, M.ark, x. 2^^. 
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is being preached more rhan cnduranTcd In other words, diii 

religious outlook of a jxiople at any given iinu‘ is more commonly rlie 
result rather than the cause of their ecom^niic condition. As the econo- 
mic condition become', m<me lavourahle it is bound to give rise to a more 
hopeful attitudt, and fatalistic doctrines arc sure to recede into the 
background. It is a tnisrake to regard the Hindu religion as a per- 
manent obstach' iu the path of economic progress, because this religion 
is not something stereotyped and fixed for e\er, but is visibly changing 
in its content as well as emphasis so as to keep pace with the advance 
of ideas and with the promise of improved material conditions.- The 
plastic 'fonsenatism of Indian civilization and culture is the secret of 
its survi^al in the face of frequent and ]:)Owcrful onslaughts in the 
course of centuries, and there is no reason to suppose that it will fail 
to display its wonted adaptability under the present circumstances. 
The process of reading netv meanings into old texts, of pouring new wine 
into old bottles, is in fact easier in ihe case of the Hindu religion than 
jjtHiaps in that of any other religion. Unfriendly critics have said that 
the Hindu religion is amorphous and incapable of being pinned cloven 
to any definite set of doctrines and. therefore, ‘ unassailable and elusive 
as ihe air invulnerable*. But this precisely is also part of its strengtit 
and endows it with a woiideifnl capacity fin* adapting itself to varying 
conditions. Tints it comes about that, accused of inducing apathy 
and indifference to tvorldly affairs, it finds no difficulty in proving that, 
properly understood, it is not -open to this accusation ; that it onlv 
asks its devotees to renounce selfish endeavour l^ut not all interest : that 
they are nor asked to get rid of the world but rather to get right 
with it. The main thesis of Tilak's moinnnema] work, Olia Rahas'^a, 
is tliac the Bhagavadgila, the one book which can claim to be tin 
gospel of the Hindus, distinct iy prefers a life of action to that of 
rcimiiciaiion, and in jj-reaching action wathour ariarhment seeks to effect 
a 3'econcil‘iation betw'ccn the spiritual and triatcrial aspects of life, li 
has been often asserted that the characteristic doctrine of Hinduism, 

^ As fjisamples uf thi.*, process of r^^interprctalion going on in India we cull 
rhe lollowdng passages I'rom Radhakrislinan, Indian Philosophy, vol. I. '■(2nd ed. 1920.'! : 

'Attempts to gain solitary salvation embodying the view that one’s soul is more 
precious than all the world's souls put together arc not the expression of any genuine 
modesty of spirit. The Upanishads require to work, but disinterestedly* (p. 
216). 'The false abceiicism which regards life as a dream and the world as an 
illusion ... is forr-ign to the prevailing tone of the Upmiiihads. A healthy joy 
in the life of the world pervades the atmusphore .... A philosophy of resignation, 
an .ascetic code of ethics, and a temper of hanguiJ world-weariness are an insult to 
the creator of the univer’^e, a sin against ■ourselves, an<] the v,'orId which has a claim 
on us. The Upanishads believe in God, and so believe in the world as well’ (p. 2igk 
‘ There has been no such thing as a uniform stationary unalterable Hinduism 
whether in point of belief or practice. HinduiMti is a movement, nut a position : a 
process, not a result: a growing tradition, nor a fixed revelation.’ — S. Radhakrislinan. 
'I'he Hindu Tie'it' of JAje, p. 120. 
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kaittui. ib the rcjot-cause o£ Indiaa pessimism since it suj^gests thai 
asceticism aiici renunciation provide the only escape iVom the eternal 
round ot births and i*e-births. This dcjctrine, liotveveL% is capable ol' 
an entirely difi’erent interpretation and, far Ironi being a deterrent, it 
can be made out to be a most powerful inceniite to action, because ir 
makes man and not late the architect of his fortune. 

it is interesting to note that certain characteristic doctrines of 
fslam are undergoing a similar process of revision and adaptation. For 
instance, according to orthodox belief, a Muslim must neither pay nor 
accept interest (riba). Hence it is serionsh debated whether a true 
Muslim may lawluily become a member of a co-operative society which 
charges interest, it is also well known that interest amounting to lakhs 
of rupees remain^ unclaimed by Muslim depositors at the Post Ohice 
Savings Bank. Owing to the obvious incomenience ol this tab<x> under 
present conditions attempts arc being matie to interpret the relevant 
verses of the Koran so as to make them prohibit onlv ti^ury and not 
ever\' form of interest.^ 

%dl. Causes other than religion for Indian pessimism. — It is thub 
necessary to discover causes other than the tendency of Indian religion 
and philosophy for an adequate explanation of the pessimism and 
\ubmibSive sadness noted by many' observers as characteristic of Indian 
mentality. W'e have already spoken about the depressing influence 
of long centuries of foreign domination and misrule in India. We 
must add further the visitations of nature to the devastations oi 
man in our list of causes. The climate of India, especially in tho^^: 
pai'is w’hidi are excessively damp and hot, has an eneiwating influence 
on the human frame, which on that account becomes peculiarly liable 
TO diseases rampant in die tropics, such as malaria, plague and 
hookw'onn. Some of these diseases, like Iiookwfirm. even when not 
fatal, lead to a general lowering of vitality and to a feeling of chronit' 
apatiiv— a condition under which a buoyant hopeful outlook on life 
becomes impossible.- There is thus a physiological basis for pessimism 
which must not be overlooked- Again, w'e must consider the influence 
ol calamities like famines, to which an agricultural country like India 
dependent upon a freakish monsoon is necessarily exposed and which 
in the past could not be tackled by anything like the present effective 
macliinery of famine insurance and relief. This utter helplessness in 
the face of such a recuiTent calamity must have encouraged an attitude 
of hopelessness and a fatalistic spirit of resignation among the people. 
The twin tragedies o£ disease and famine enacted so frequently on 
the Indian stage go a long way’^ to explain the brooding melancholy 
of the people. Another explanation lies in the numerous disabilities 
inflicted in a caste-ridden society, particularly on the lower caste^J, 

" See M. L. Darling, Rztsticus Loquitu}, pp. 367-S. 

" Ronald«;bay, India, 4 Hird^s-Eytr rh. xsii. 
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sliiitting out large masses of the people from any prospect of social 
and economic amelioration and condemning them without hope of 
release to tlie fate of helots* 

Even in western Europe* the permeation of the masses with a 
spirit of hopefulness and acquisitiveness is a comparatively recent 
phenomenon. Before the modern scientific era, great natural calamities, 
like famme-s and visitations of epidemics like plague and cholera were 
looked upon as indications of the wrath of heaven, against which it 
was useless for weak mortals to struggle, and the so-called oriental 
fatalism - at one time coloured the views of the masses in Europe 
also. If this attitude of helplessness and resignation has largely 
disappeared in Europe, it is because with the help of science in 
its protean manifestations--in die progress of medicine, in the 
development of communications, etc.— man has come to have the feeling 
of growing mastery over nature and, from the vantage point of triumphs, 
already gained, regards every evil to which he is at present subject as 
remediable by persistent human effort. A similar change in outlook 
has already begun in India, and with the spread of general education 
and enlightenment, with the progress of practical science and the steady 
pursuit of a policy of national economic development, the existing causes 
of Indian pessimism will surely be removed and it will cease to be re '* 
gaided as one of the principal hindrances to economic development. 



CHAPTER V 

ECONOMIC TRANSrnOX IN INDIA 


>1. Industrial Resolution in England.— in thi^ cliaprer wc propose 
to take a survey of the fundamental changes in the economic structure 
and organization '^vhich have transtormed 'conditions of life and labour 
in this country during the last hundred years or ^o. Tht: lorces in 
operation have been /partly) those summed up in the phrase ‘ Industrial 
Revolution In order to understand the nature of these forces it 
rvill be helpful to trace briefly the course of the Industriai Re\okuion 
in England. 

The Industrial Revolution in England, although catasLro})hic in 
one sense, rvas, in another, the outcome of forces which had been in 
operation for nearly nro hundred years before they came to a head 
and acquired sufficieni momentum, about the middle ol the 
eighteenth century, to cause those spectacular changes with -vrhicii the 
name ‘Industrial Revolution' is particular]) associated. There wert' 
bnany reasons why England wais the most likely theatre for the Industriai 
Revolution to make its first appearance. The commercial revolution 
of the sixteenth and seventeenth centuries caused by the disccnery of 
.\merica and the all-sea route to India was a necessary prelinunarv to- 
the later Industrial Revolution, because it transformed the scale and 
nature of international commerce and opened world-wide markets to ab- 
sorb the enormous output of commodities due to the mechanical 
inventions of the Industrial Revolution. The theor)’ of commercial 
monopoly characteristic of the mercantilist policy of the countries of 
^Vestern Europe had led to a series of wars of economic nationalism 
the seventeenth and eighteenth centuries, and while England had 
emerged triumphant from them as a strong naval and commercial poxver, 
England’s rivals had come out wdtli crippled resources and industries. 
This added enormously to her competitive strength. The Industrial 
Revolution in England, again, synchronized with the hnn establishment 
of British power in India, and the opening of the large markets of India 
acted as a powerful fillip to the new Lancashire cotton industry, \’arioiw 
other factors had favoured the progi'ess of the new movement in Eng- 
land: for example, her insular position; the establishment of internal 
free trade; the establishment of a parliamentan^ form of government 
dominated by a landed aristocraq' with a strong induscrial and commer- 
cial bent, etc.^ 

'2. Four main features of the Industrial Revolution in England The 

English Industrial Revoliuion had four main features, revoluiion (i) in 

" J, L. and B. Hnnimoni. The Rise o^‘ }fodjrn I^idustry, pf *^'5* 
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agriciikure, (ii) in uaasport. (lii) in industry and (iv) in tjconomic 
thouicht and policy— :ill artini^ and reacting on one another. The chang'e 
began in agriculture iii response to the deinand lor more CcKjd lor the 
growing population oi England, and the wasteful medieval methods of 
the eommon-fieid husbandry were replaced bv a new system oL land tenure 
and a much more efheient agTiculture. The advance in agricultural science 
and the exigencies of a scientihe husbandry led to the second Enclosure 
Movement wliich caused the disappearance of the yeomanry and the 
emergence ol a class of landless labourers and a class of capitalist tenant- 
farmers employing them. Thus arose the present triple division of ih(', 
big landlord, the capitalist farmer, and the landless agrictiltural labourer. 
In the sphere of transport and industry the revolution manifested itself 
in improved means of communication— turn|uke n^ads and navigable 
canals; in the imroduction of a varietv of inventions in th<^ coal, iron 
and textile industries (notably the spinning jenny, the power-loom and 
the steam-engine'); and in the establishment of the factory system, whicli 
involved product ion on a lai'ge scale and the supplanting of human 
labour by machiiieiy. About 1825 started another revolution in trans- 
port methods and communications which in the fulness of time brought 
the railway, the steamship and the telegraph. Starting with textiles,, 
coal-mining and iron, the Industrial Revolution gi'adually spread to 
other manufactures, and its progress was faciliiated by tlie organization 
of joint-siock companies wrth limited liability and rlie extension of credit 
and banking. 

In sympathy witji tJiese changes, economic 1 bought from the time of 
Adam Smith onwards took a new direction based on the principle of 
natural liberty and iiidi\idua] enterprise as o})posed to the old system 
of detailed state regulation of the economic life of the nation, aofainst 
which Adam Smith’s Wealth oj N'atioiis was in great part a well-reasoned 
and powerful protest. The new economic school adopted lals^yez-fciire 
as its motto. Tht‘ extreme laissez-faire policy, while it accelerated the 
pi'ogress of the Industrial Revolution, aggratated tl\c- evils of the period 
of transit ion and postponed the redress of many social and economic 
grievances which had arisen mainly from the Indiisirial Revolution. 

.^ 3 . Results of the Industrial ReYolution.— The results of the Industrial 
Revoltition were striking. There was an immense increase in the pro- 
<iuction of wealth, vast extension of internal and external iiade and 
a tremendous movement of poi>ulation iVoin the south to rhe north of 
England along with rapid increase in the total numbers. And there 
were fundamental changes in the social and economic organization of 
the country, with the balance of social and political jx>wer turned in 
favour of die capitalist classes to the detriment of the working classes 
in both agriculture and industry. Domestic industiy^ was supplanted 
by the large-scale factory witli its Lhousaiids of ‘ hands \ connected with 
the capitalist by no other bond than the casli nexus which took the 
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oi ihv; ..U] iuniian rdixiiom hcvxrizn n«aMtT and workmen. Tin- 
concentration of- capita] and iii'^.iriiraenrs production in the hands of 
a small moneuci class led to a ditorct* between the working and owning 
classes, and split society into two camps at war trith each other. Th^- 
insecure and precarious life of tlie iabonrer living under an ever-presen* 
threat of unemployment, the frecpient strikes and lock-outs throwiniT^ 
society out of gear, and the dislocation ol the economic cquiiibriuin 
•owing to recurring crises came to ]:)e the feaiures of the new indusadal 
order, and the country was laced with new and compdex social, political 
and economic problems. 

j: 4 . Morison’s classification; the old type and the new type of coun- 
xriesv VVe have now to see how I'ai' th<-se changes had their counterpart 
in India, and we shall begin our discussion of the economic transition 
in India with Morison s division of the couniries of the world into two 
broad categories, namely, d) those i:)elonging to the old economic order 
That have not yet passed through their industrial revolution, and (ii) 
those belonging to the new economic t\pe that have accoiuplislied their 
industrial re\'olution. 1 lie hrst type of countries may be; illustrated ]3v 
Egypt, some countries ol eastern Europe, and India, in w'hich the old 
organization of industries still remains practically unaffected bv nete 
< hanges. The second type of couniries may be illustrated by England, 
France, Germany and tire United States, where the old organization has 
been completely replaced by new methods of production and distribu- 
tion. This is, hotcever, only a rough classification, for there is no sharp 
line of demarcation between the two categories. Most of the couniries 
in the first category are showing a tendency to pass into the second, 
and in some of them the change is already plainly tisible. For our 
present purpose. India and England may be taken as representing the 
rtvo economic types contrasted. For the most part India still belongs to 
the old economic type, though the signs are already set in favour of her 
transition to the second type. England may be said to have completed 
her industrial re’colution. which has influenced conditions of life and 
labom' there perhaps more pt'<jfoundlv than anvwhere else. The old 
industrial organization was the result of certain physical conditions which 
at one time or another prevailed practically in eveiw country in the 
world, and wliercter thev exi'^ited the economic type produoed bv them 
was more or less nnifonn. 

50- Characteristics of the old order. — J he characteristics of the first type 
of countries, that is those belonging to the old economic order, are as 
follows: (b The predominance of custom and status over competition 
and conD'act. (ii) The isolation of small groups of the population, as 
in the villages, and their economic self-sufficiencw primaidly due to de- 
fective irans]>ort and com mimic ation. ( iii) The preponderance of 


T. Econowlc luansitiGn m India, pp. 
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agriculuire over other occupations, resulting in an uneven distribution ol 
the population benveen the various occupations and the consequent 
predominance of the rural over the urban population, (iv) Simple and' 
imperfect dhision of labour owing to the narrow size ol the market, 
(v) Small-scale industrv ol the handicraft and cottage type 'carried on 
independently by the artisan himself, and hence the smallness of the 
capital engaged in iiidusLr\ and tlte absence of the middleman manager 
or entrepreneur. “ (vi) Absence of money economy and prevalence oi 
barter or direct exchange of goods against gocKls. (vii) Undeveloped 
credit and prevalence oi usury. 

iC), Characteristics of the new order. — in contrast to these are the fol- 
lowing characteristics of the second t\pe of countries, that is, those ])e- 
longing to the new economic order: (i) Freedom of contract and free 
play of competition, (ii) Close interdependence between the different 
parts of the indusQ'ial Tvorld made possible by highlv developed transport 
and communications. (iii) A comparatively even distribution of the 
j:)()pulation among the various occupations, with agricidture occupying a 
relatively unimportant position, and the consequent predominance of 
tlie urban over the rural population, (iv) A more complex and perfect 
division of labour facilitated by the wide and growing extent of the 
market and the large and increasing use* ol machinery. (v) Industrv 
organized on a large scale, requiring the use of huge* capital resources 
and directed by a few entrepreneurs : concentration of labour in* 
large factories and manufacturing centres and the disappcaratiee of per- 
sonal relations between the workmen and the capitalist. (\i) Displace- 
ment of barter bv monev econonn. (vii) Development of credit anef 
bankinyr, and absence of usury. 

India, at the present time, is in a state of economic transition and 
exhibits, in varying degrees, characteristics pertaining to both types of 
countries. She may be said to be marching in uneven stages througlv 
the centuries : for while some parts are. economically speaking, medieval, 
if not primitive, others have definitely entered the inodiCTn stadium and 
display that full development of economic conditions found in the most 
advanced countries of western Europe. The trend of development, 
however, is towards a grenving predominance of the sc’cond type de- 
scribed above. 

U* The old economic organization; the village.— In order to understand 
the nature of the change that has been \vronght in India it is necessarv 
to describe in some detail the old economic organization as it existed 
before the new forces were let loose upon it. 

The first important feature (jf the old economic order in India i?s 
the division of the countrv into villages where the large majority of the 
people lived and continue to live lodav. ’'Ibe isolated and self-sufficient 
village was the unit of the old Indian economy, and ‘ it is to the village 
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ihat ''ve niu^L lo stuch iht conditioiN in u'h:.,Ii men liv^ and work 
who arc ^tili nndcr the <dd dispcnbaiion \- 

ds. How the village arose and why it persists. — \'arious hypuihese^ have 
been suggebted in explanation oi the parriciiJar mode of settlement 
hnowii as rhe village. I'lie difhndt oisk oi: clearing the jungle ior 
‘Cultivation ma\ ha^e compelled what was oiiginaliy a nomadic: irihe 
or clan to btick lo one spot for purposes ot elective co-operation. A 
second influential factor may have been the suj>piy of w'ater. If water 
was not freeh a\ailable everywhere within a gi^en area^ those parrs 
where it yvas abundant would naturalh be chosen for conceiiiration. 
Another factor cementing this concentration, must have been the need 
tor securing protection ti'oiii hostile tribes, and the wild beasts of the 
jungle. The Indian village community is by no means without parallel 
in other parts of the tvorld— the medieval manor in England, the 
German mark and the Russian mir are obvious parallels— but the 
enduring quality of the village organization in India and its persistence 
in the face of numerous political vicissitudes have often been noted 
as peculiarly Indian characteristics, especial by foreign obseiwers, and 
glowing descriptions have been gi\en of the Arcadian simplicity and 
happiness supposed to have ruled Mij>reme in the old Indian village 
communities.- 

The idea, however, that the village '^vas able to live its own life 
entirely unaffected by wars and reyoluiioas outside must be accepted 
with much reservation and qualification.^ When—as, for example, 
after the break-up of the !Mogul Empire during the eighteenth century 
—the whole coiintiw was a theatre of constant warfare and brigandage, 
it is unthinkable that the villages should have been allowed to pursue 
the even tenor of their life entirely undisturbed. As a general rule 
they were forced to rely on themselves for defence against aggression. 
Occasionally, we may suppose, they succeeded in warding off the 
attacks, but often the enemy was too powerful, and successful resistance 
was impossible. Rapine and plunder, exaction and extortion must 
have rudely disturbed their economy from time to time, and recovery 
must often ha\e been a slow and painful process. The fact that 
village organization remained practically unaltered for centuries must 
be attributed rather to certain persistent factors, such as lack of 

^ T. Morison, op. cir., p. 34. 

'* The reader will recall the following ofc-quoi-rd passage from Sir Charles 
Metcalfe's Minute of 1830; ‘The village coniinunities are little republics having 
nearly everything they want within themselves ; and almost independent of foreign 
relations. They seem to last where nothing else lasts. This union of the village 
communities, each one forming a separate little ^tate in itself . . . is in a high 
degree conducive to their happiness, and to the en}o\^ment of a great portiun 
of freedom and independence.’ 

^ cf. A. S, Altekar, .1 History of Tillage CQ.mtnuriities in. Indlia, pp. 
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communications and tlic consequent absence of an effectively ccnLvaiized 
system of administration, than to any inlierent virtue in the bidian 
village making lor its survival. 

$9. The typical Indian yillage.— The typical Indian village is an 
aggregate of 'cultivated holdings tvith or without some waste area 
attadied to it, ana iisuaih- it has a centra] site where the dwelling 
houses arc congregated logether, with the lands of the village s}>reading 
round about the central site in a series of concentric circles. In some 
cases, small homesteads and farm buildings are founcl sej>ai'ately located 
on the holdings, though for better secimty and other reasons it is 
usual for the cultivator to stav in his liouse in the village dwelling 
area. The village often boasts of a grow* and some kind of publit^ 
ofhee where the village oflicers keep their books and dispose of their 
business.^ 

§](h Yillage organization: (1) Agriculturists.— lYirning to the village 
organization, we may leave aside for the time being the difference 
between the two principal forms ol village constitution in India, 
namely, the ryotwari or severalu, and th<‘ jojint village, and atlcmipt 
here only a generalized description indicating the features common 
to both. Each village is an entirely self-sufficient economic unit contain- 
ing within its bounds all the labour, capital, and skill necessary for 
its agricultural and industrial activities. The inhabitants of the village 
may be divided into three groups: (i) the agriculturists, (ii) the village 
officers, and (iii) the village artisans and menials. The agriculturists 
themselves may be divided Into the landowning and the tenant classes, 
constituting together the most important section of the village com- 
munity. The actual cultivators, whether proprietors or tenants, cultivate 
mostly small open fields (reminiscent of the common-fields without en- 
closures of the English village before the agri’cultm*al revolution) with 
such labour as they tliemsehes, assisted by their families, can supply, 
and only occasionally with Iiired labour. They provide the small capital 
that they need from their own savings or from the village latidlord, or 
more commonly the village moneylender. They undertake the risk^- 
of cultivation, are themselves the managers, organizers and experts of 
their petty farms, and personally carry whatever produce they can 
spare to the nearest market, exchanging it for salt and other small 
necessaries and luxuries not available within the village itself.^* 
ill. (2) The yillage officers.— Each village has its owm officers and 
in fact the village was and to this day remains the unit of admin is ti'ation 
in India. Among the village officers we must first mention the headman 
or the patel who is a person of great importance in ryotwari villages. 
He is a hereditai'y officer responsible for the peace and order of the 

See R. Baden-Powell, Land Revenue* atid Tenure in British India, p. 66. 

See T. Morlson, op. cii,, rh. ii ; also P. Banerjea, A Study ef Indian Econo- 
niics, ch. vi. 
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village and the collection ol revenue, and often disciiarge^ pttt) 
magisterial duties. He holds a plot of land— called Avataii ' jand- 
by way of remuneration lor liis services. Then there i^ the viliaac 
accoiintant or scribe M\led the patwari or kulkmmi who keep.s the 
village records and accounts. J'hei'e is also a ivatrhmau or choukidar 
who has to report crime, airesc offenders and help the police. Lastly, 
there is the village messenger. These village dignitaries. sometime> 
called the ‘ alutes \ may be distinguished from the * baliites ’ or the 
village servants— artisans and menials— who const itiite the third group 
of village residents. Most villages had, in the old da\s, their panchayats 
or bodies of village eiders which served as cheap and etHciern arbitration 
courts of justice and oiheiacise held the village c(>minunir\- together, 
/lib ( 3 ) The village artisans. — Almost everv \illage posse.>sed. in the 
oid days, its complement of artisans such as a carpenter, a biacksmidi, 
a potter, a barber-su]geoii, a rolibier, a tvasherman, a goIcLmith, a 
petty shopkeeper, an oilman, etc. dlie village also had its holy man, 
whether astrologer, pi iest (yr fakir, in larger villages there may be a 
weaver, and there is in nearly every village a moneylender who 
often combines the functions of moneylender and wholesale grain- 
dealer. The artisans are the servants of the village and are hered^lar^ 
An character, being laiely paid bv the job. They are given houses in 
the village and look atier the needs oi all the villagers who’" onh 
provide, or pay' lor, the materials employed. Their labour is rewarded 
by regular annual remunaation of sendee, land or an allowance in 
grain ])aid at the iiai'vest.’^ Those artisans, however, whose services 
are only occasionally reejuired, such as the w^eaver, me paid by the 
job. It i.') only for such things as the supply^ of a sugar-press or can 
that a regular village servant like the carpenter receive> payment. 

Thus in the words of the Cmsus Report of 1901. ‘the peculiar feature 
of Indian rural life is the way- in which each village is provided with 
a complete equipment of artisans and menials, so that, until the 
recent introduction ol dVx^steni commodities such as machine-made 
doth, kerosene oil, umbrellas, and the like, it w'as almost self-support- 
ing and independent excepting in the matter of salt and a few' other 
luxuries purchased at the village fair or brought in bv the lamans or 
caravans b- 

Self-sufficiency and isolation of the village. — Prior to the con- 
struction of roads and railways the villager had scarcely any contact 
with the outside %vorld except for the ocraNional visits of the grain or 
clotii merchant, wdio carried the .surplus of one village to make good 
the deficiency of another, or the very occasional journev to some big 
centre of trade for selling the products of his craftsmanship. The self- 

^ See R. Baden-Powell, op. cit., p. 69, and L. C. .A. Kno'v\.Ie^, Eecnorme 
Development of the Overseas British Einpire, pp. 435-6. 

' See D. R'. Gadgil, op, cit., p. 10 
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^sufficiency oi the viiiage "veas forced upon it h\ ii>: being cut off from 
contact ^eith the outside world. As Morison remarks, ‘ when water 
carriage is impassible and wheeled traffic slow and untrustworthy, ex- 
changes are conimed to those things which can be carried by men and 
pack animals'. In the India of the earh nineteenth century there 
were only a te\c natural waterways like the Ganges and tlic Indus, 
and road transport was detective and almosi as bad as in the England 
of the early eighteenth century described by Arthur Young. Proper 
roads hardly existed, except a few such ;is those constructed by the 
Moguls, and where they did exist their condition was often highly 
unsatisfactory and they were infested by highway men and robbers. The 
East India Company did little to improve the roads, being concerned 
more with dividends than with administration. Internal trade there- 
fore remained undeveloped. Being thus most completely isolated from 
4;he rest of the w’orld, the village was compelled to make its own stand- 
ing arrangements for satisfying all its requirements, and it did this by 
attracting the requisite staff of artisans by offering them homes and 
regular remuneration. In normal times, the village did not suffer 
•owing to lack of communications, because its organi/ation look account 
of this disability and was designed to overcome it. In times of famine, 
Eowever, lack of transport facilities prevented the distribution of corn 
from regions oi plenty to those of scarcity, causing acute distress in 
the latter. This is the obvious explanation of the most astonishing 
variations of prices even in adjoining Villages, which were so near and 
yet so lar for lack of transport. The village grain-stores, however, 
insured the people against scarcity provided it was of motlerate duration. 
As the market for the goods turned out by the village artisans was 
narrow it prevented any but the most imperfect division of labour. 
The advantages of specialization had largely to be lorgone and there 
was a great waste of time and skill, ^vith the residi that the condition 
of rural iudiistrv was very backward.^ The ])l’ai^e that is iisualh' 
showered on the exquisite products of Indian craftsmanship belongs of 
right to the urban industries of the old days, and not to the industries 
that were carried on in the village, 

iU. Absence of money, etc. — Another feature of \illage life that 
needs to be emphasized is that until recently the use of money was 
rare, whether for effecting exchanges or remunerating services. In 
fact, the need for money is rarely felt in a self-sufficing community 
which has only a few exchanges to make with rhe outside world.- Agri- 

S(^e D, R. Gadgil, op. crt., p. 13. 

' The scarcity of money, however, must have been felt as an inconvenience 
to the extent to which payment of land revenue in cash was insisted upon by 
The Government. The peasant would then have to sell part of bis produce and in 
this matter his position was, if possible, ’vreaker than under present conditions. 
Transport being difficult and dangerous, merchants probably required a much wider 
margin between their buying and selling prices, and as the export trade in raw 
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culture being the most important industry of the ^iliage. grain 'va '5 th- 
standard of value and %vas used by the villagers in their exchanges 'ri:h 
each other. Grain was universally desired and its bulkiness did no: 
matter as the exchanges took place mainly within the village it:>rl:. 
Land was the only thing which was desired as keenly as grain and. 
possession being regarded as the hall-mark of superior stains in the 
village, it was used to remunerate services, especially of the more im- 
portant servants of the village like the patel.^ The rate at which these 
payments were made was determined by a minute and complicated bn: 
well-understood set of village customs. Custom rather than competition 
v'as the principal regulator of this as well as other economic relations 
in the villasre.- 

o 

immobility of labour and the conservatism of die village people 
were e\'en more pronounced characieristks in the old days than now, 
though there was a stronger sense of unity and solidaidty, the weakening 
of whicli is one of the most disquieting features of the present situation. 

The abo\e description of the village system must not of course be 
taken as an entirely faithful picture of conditions actually prevalent 
today. The village, like so much else in the old economic organization 
ol the country, has undergone a considerable ’diange— and in some res- 
-'pects a fundamental change— in response to the new factors which have 
made their appearance during the last hundred years or so. The old 
organization is, however, still far from being completely superseded by 
an entirely new^ one, and through all the change and adaptation that 
has taken place it is still possible to discern clearly the lineaments of 
the old village system in its pure form. The village in transition will 
form the subject of more detailed discussion later in the chapter. 

?15. Custom and status. — We have already referred to Ranade’s opin- 
ion that in India ^ there is neither the desire nor the aptitude for free and 
unlimited competition except wdthin certain narro-w grooves. Custom 
and state regulation ai'e far more pow^erful than competition, and status 
is more decisive in its influence than contract k® Custom and status 
were fostered by the stationaiv^ character of the Indian civilization, the 
conservative instincts of the people and more especiallv by natural 
economy or barter. Dr Cunningham connects barter wdth custom and 
money with competition. ‘So long as barter prevails tliere are likely 
to be customary payments of rent, wages and taxes; but as money is 
introduced there may be frequent changes of these payments and they 
come to be settled by competition.* 

Our study of the Indian caste system and joint family has already 
given us an idea of the power of these institutions in determining an 

materials had not yet developed rhe peasanr on the whole, even less advan- 

tageously situated than now in obtaining the best possible price for hi'^ goo is. 

^ See T. Morison. op. cit., p. 45. ' See §§15-18 below. 

= See p. 5. 
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individuars career in life and the whole course of his social and domes- 
tic relations. So long as these institutions were not appreciably affected 
by modern infiuences, the individual '^vas not a free agent and had no 
freedom of contract in the matter of choosing his occupation, his standard 
of living, his residence, etc. Birth in a particular caste and family fixed 
his status in society, for good or for ill, from which there was no escape. 
The individual was compelled to reconcile himself to the position in 
tvhidi he %vas placed by the accident of birth. 

Historically, custom has played a very important part in deteimrining 
economic relations of all kinds, and it reigned supreme in Europe before 
the Industrial Revolution under the manorial and the guild systems. 
It is only in comparatively recent times that competition has replaced 
custom. In much the same way, custom rather than competition 
determined rent, tvages and prices under the old economic order in 
India. 

$16. Custom and rent. — We may now go on to notice the influence of 
custom on the various economic relations in the old days. 

The rents paid by the cultivators to the landlord were largely cus- 
tomary, varying little from generation -to generation. There were also 
certain special circumstances which even under competition would have 
made for the immobility of rents. For instance, in the old days in 
India, owing to its relative abundance, it was land that ran after tenants 
(rather than the tenants after land, as has been the case in more recent 
times; the explanation of this state of affairs being, at least jDartially, 
the fact that the tenant was not always certain, owing to conditions of 
political insecurity, of being able to reap the legitimate fruit of his 
labour in cultivating the land. Moreover, the tenants came in handy 
to the landlord as his retainers under conditions of perennial warfare. 
It was precisely because of the prevalent conditions of insecurity, how- 
ever, that the tenants could not drive a hard bargain with the landlord 
who was their natural protector and in whose strength and prosperity 
lay their safety.^ These circumstances established an equitable and 
mutually profitable relationship between landlord and tenant. When; 
however, peace was established, the landlord dfd not fail to raise the 
customary rents, the change being none the less real for being concealed 
by the ingenious plan of levying extra cesses instead of raising the rent 
as such. 

$17. Custom and wages. — As regards wages, to the very small extent to 
which hired labour was employed at all for the cultivation of land, there 
were certain recognized customs which regulated the remuneration of 
labour, the usual plan being that the labour w’as supplied with board and 
lodging in the house of his employer or received fixed payments in kind. 
The labourer was engaged for a long period, generally by the year. We 


^ cf. Martin Leake, The Foundations of Indian Agriculture, p. 130. 
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have already seen that the remuneration ot the rural artisans for services 
rendered to the village community took the form of certain customary 
payments in the shape of annual grain allowances received from e\ery 
cultivator at the threshing door. The plan on the whole worked we.l 
from the point of view of both the parties concerned. The payments 
^vere elastic, as thev varied with the nature of the harvest from year to 
year and, being payments in kind^ the modern complication of a dis- 
parity between real and nominal wages due to changes in the purchasing 
power of money did not arise. 

T8. Custom and prices. — Payments in money for goods purchased tvere 
the exception rather than the rule. In so far, however, as they did 
occur, in normal years custom w*as sufficiently powerful to regulate them: 
it could not well be otherwise in an environment where practically all 
transactions in the \illage came under the influence of custom. But in 
abnormal years, custom was overborne by competition, so that prices 
soared enormously high in years of scarcity and came down like a rocket 
ill years of plenty. There were no moderating influences operating 
from outside on these local fluctuations, as the village had practically 
no access to the outside markets on account of defective transport- 
There could ob^’iously be no such thing as a uniform level of competi- 
:ive prices for the whole country in the absence of wide, Tvell-organized 
and sensitive markets, and w'e have already had occasion to remark that 
there ivere often astonishing variations in prices even in adjoining 
villages. 

M 9 . Towns under the old economic orderP — It is probable that the 
percentage of population living in tow^ns at the beginning of the last 
century w^as about the same as in a number of European oounuies, for 
example France and Russia. It must also be remembered that the 
industrial population in India w^as then largely distributed in villages 
and it has been conjectured that about 40 per cent of the population 
tvas dependent upon rural and urban industries and 60 per cent on 
agriculture. 

The origin and prosperity of most of the old Indian towns may be 
traced to the three follow’ing reasons: (i) They were places of pilgrim- 
age or sacred places of some sort like Allahabad, Benares, Gaya, Xasik, 
Puri: or (ii) they w^ere the seats of a court or the capital of a province 
like Delhi, Lucknotv, Lahore, Poona, Tanjore, Arcot: or fiii) they were 
commercial depots, owung their existence to their favourable position 
along trade routes, such as ]Mirzapur, Bangalore, Hubli, etc. 

Of these, the saa^ed places and capital towns w’ere more important 
than the commercial towns. In the holy towms, such as Benares, theie 
prospered brass, copperware and bell -metal industries turning out 
sacred utensils and vessels for tvhich there was a steady demand iiom 
the pilgrims. The court tow'ns also vvere by no means negligible. 

^ For our account of towns we lar^elv drawn •'.n D. R. Gadgil, cp. cit. 
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They were numerous and arose not only in connexion with the imperial 
courts, but also with those of petty chieftains or nabobs. Their pros- 
perity obviously depended upon that of the patronizing court, and they 
decayed with its removal or collapse, as in the case of old Deccan capitals 
now in ruins, such as Deogiri, Paithan, Bijapur and Yijayanagar. In 
this class of totrns, luxury industries predominated; for example, fine 
textiles, embroideries, gold and silver work, ivory and many other 
artistic handicrafts which then had attained the pinnacle of their glory 
and called forth the admiration of all lovers of art, Tlie trading towns 
owed them importance to their advantageous position along trade routes 
and rose from their humble origin as a'oss-road villages. However, 
since the internal as also the external trade of India during this period 
was not veiy- large, the importance of this class of towns was restricted; 
but their position was more stable than that of those dependent upon 
die prosperity of courts. 

The main features of town life even then were naturally different 
from those of life in the village communities. They had larger ]3opu]a- 
tions, ivhich depended on the Imported supplies of corn from the 
neighbouring villages. They displayed a gi'eater variety of tiade-i and 
occupations, and possessed a better organization of industry and wider 
markets. They were cliaracterized by a greater frequency of cash pav 
ments and enjoyed larger freedom in consumption and more efficient 
organization of a-edit. From very early times the collection of goods 
and their subsequent distribution by sale had reached a high degi'ee of 
development in India. The use of indigenous credit instruments such 
as himdis or 'bills of exchange drawn by one banker or trader upon 
another, implied a considerable organization for trade purposes, and we 
know that money was thus transferred with facility from one account 
to another all over India, The great commercial houses of course dealt 
not only in money but also in wares; for instance, in Mirzapur and 
Benares there were dealers who collected goods and distributed them 
over a very considerable area. 

§20. Indian industries in the past.— It is sometimes said that India has 
never been an industrial country and that nature has destined her to 
be an agricultural country. Now, if by this statement it is meant that 
agriculture has always been an important industry in India, this need 
not be disputed. Further, if it is meant that India has not been an 
industrial country in the modern sense of the term, this also may be 
conceded, though it is necessary to observe that even England and the 
other highly industrialized countries of today were, until recently, in the 
same position as India at the present time. If it is, however, implied that 
there were never any considerable industries in India apart from agri- 
culture, it is easy to disprove such a statement by an appeal to her past 
history.^ As the Industrial Commission (1918) observed t 'At a time 

^ See the works of Romesh Chanfira Dutt on the economic history of India. 
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^v:htn die west of Europe^ the birthplace of the modern induiirial 
was iiiiiabited by unchiiized U'ibes. India was famous for me wealth of 
her rulers and icr die high ai'tistic skill of her craftsmen. .And even at 
a much later period, ivhen tire merchant adventurers ti'om the AVest 
made their first appeaimnce in India, the industrial development of this 
country ivas, at any rate, not inferior to that of the more advanced 
European nations.’^ ‘ The skill of the Indian/ says Professor "^Aeber, 

‘ in the production of delicate w'oven fabrics, in the mixing of colours, 
the wmking of metals and precious stones and in all manner of technical 
arts has from very early times enjoyed a world-wide celebrity.'- Eg}T" 
lian mummies dating from 2000 b . c . have been found wTapped in Indian 
muslin of the hnest quality. Rome consumed Indian manufactures on 
a large scale and the Dacca muslins were known to the Greeks as the 
Gangetika. The iron industry also had attained a high level of progress 
as shown by the famous cast-iron pillar near Delhi. Thus industry ‘ not 
only supplied all local tvants but also enabled India to export its finished 
products to foreign countries'.^ India was likewise famous for her silk 
manufactures, her tvoollen shawls, boxes of sandahvood and cutlery. 
Many a foreign traveller has paid glowing tributes to her flourishing 
arts and industries. The successive waves of foreign conquest which 
'commenced from the eleventh century must have greatly hampered the 
development of Indian industries for some time. The return of stable 
conditions, however, especially under Akbar, seems to have fully revived 
them. Indian cotton goods as well as silk goods were then exported in 
substantial quantities to Persia, Syria and Arabia. It was this trade 
and prosperity that attracted the European traders to India. Their 
rivahy to secure a footing in India at that time was occasioned not by 
the ra'w materials of the country but by the value and variety of her 
manufactures and crafts. It w'as the fine linens and calicoes, the jetvels 
and the embroideries, woollen and silk manufactures, that supplied the 
basis for the luamtive trade of the East India Company.- 

The urban industry of India at the beginning of the last century 
consisted chiefly of handia'afts producing fine textiles and other luxury 
goods for the aristocracy. It was far better organized than rural industry 
and Tvas the first to be exposed to the full blast of foreign com- 
petition. The chief industry was the textile handiamfts, and among 
them the cotton industry’ ^vas easily the first and w^as to be found all 
over India. As R. C. Dutt observes, ‘ w’eaving tvas the national industry 
of the people and spinning rvas the pursuit of millions of w'omen k 
The more important centres of the ‘cotton industry were Dacca, Lucknowy 
Ahmedabad. Nagpur and Madura. The most famous w’oollen products 

^ IndiiSTrial Corruvission Report^ p. 

" ibid.. Minute of Dissent, p. 295. 

* Ranade, Essays on Indian Economics, p. 171. 

Malaviya’s Minute of Dissent, Industrial Commission Eeporr, pp, 296-7. 
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^\'ere the Kashmir shawls— not, however, confined to Kashmir, but also 
produced in several towns of the Punjab. Then there were the metal 
industries turning out brass, copper and bell-metal wares, the chief 
centres for which were Benares, Nasik, Poona, Ahmedabad, Vizagapatam 
and Tanjore : these industries were, however, spread all over India. 
Arms and shields w^ere manufactured in the Punjab and Sind. The 
towns of Rajputana specialized in all kinds of artistic works like ena- 
melled jew^eliery, stone caiwing, etc. There w^ere also othti' crafts like 
gold and silver thread, marble work, sandahvood work, glass and 
ornamental rings, tanning and leather wwks, paper-makina' and ]Der- 
fumeryd The shipbuilding industry w-as a hundred and fifty years ago in 
a sufficiently prosperous condition to excite the jealousy of English 
shipping interests and w’as favoured by the differential advantage en- 
joyed by India of lai'ge supplies of good timber, which was an important 
consideration before the days of iron-built steamships. 

The urban handicrafts were organized into trade guilds upon a 
caste basis pursuing hereditary occupations. These guilds served as 
mutual help societies, governed membership conditions and quality of 
work. There was a good deal of division of labour 'and some degree of 
localization of industry as illustrated above, though every important 
city had its full equipment of the different handicrafts. Thus the urban 
industry w^as better organized than the rural non-agricultural industry. 
As in the case of handicrafts everpdiere, the independent craftsman was 
not a big capitalist. He generally worked to order, the materials being 
usually provided by his customers. The artisan, living as he did under 
the domestic system of industry, was able without effort to learn die 
secrets of his occupation from his father and enjoyed the advantage of 
an assured position owing to the system of hereditary family trades. 
There can be no question that the position of the artisan ivas more 
prosperous than at present, on account of the assured demand for his 
wares. How^ever, it is easy to paint too rosy picture of his economic 
position. For example, the weaver was not generally able to reap the 
whole benefit from the keen demand for his wares. A good deal of this 
benefit Tvas intercepted by the middleman employer who advanced 
money to the weaver and had often the a])ility, as he sometimes had the 
will, to exploit him. 

Causes of the decay of Indian industries and progressive ruraliaa- 
tion.— The decline of the handicrafts, though in some cases it began as 
early as the end of the eighteenth century, became very marked about 
the middle of the nineteenth century and k 'can be attributed to the 
following causes : 

(i) The disappearance of the indigenous cowr^5.— The disappear- 
ance of the patronage of the courts and of the nobility meant the cessa- 
tion of the main demand for the products of the handicrafts and hence 


See D. R. Gad^il, op. cit., pp. 36-8. 
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their decline. For instance, the prosperity of the cotton and sill: inaiiu- 
fa'ctures of Bengal had largelv depended on the existence oi tht: great 
Mogul Empire ^,;ith courts at Agra. Delhi and Lahore : and ^v:th th^^ 
break-up of that Empire, which commenced after the death of Aurang- 
zeb, the Bengal manuIacturcN naturally began to dwindled The dis- 
appearance f>f the patronage ot the courts and of the nobility vtas 
considerably accelerated uv the extension of British prn*'er and hastened 
the decay of the industries that depended upon it, for example at 
Lucknote and Tan j ore. 

di’i The ope:ii::!jn o.- adi.'e:se foreign mfiueyicesP—ldl'ut introduction 
of British rule indirectly weakened the power the guild." and other 
hr dies vdiich regulated the trade and supers iscd the eputditv of the 
3n:iteria:s used. The Jharming of the population and the establishment 
01 peace unlavourahiy reacted on incli!.stries turning out armjs tind: 
"veap-nt". The European ofheiaL the foreign tourist and the netvly 
educated pnoiessional class c^f Indians were the natural successors of 
the people whose patronage had kept up the handicrafts. Although 
the European in India naturally prefeimed goods imported from Europe, 
there teas ne\-ert-heless a certain amount of European demand for these 
h.indicrafts, t\’'hicli helped to aiTCSt their decay. But the introduction 
'of new forms and patterns to suit European taste and the iiicreasinjj 
demand for cheap goods prejudicially affected the cjualitv and ^vorkIIlal> 
ship of Indian handicrafts. The educated professional class as a wiiole 
turned its back on the indigenous crafts, being influenced bv the stand- 
ards 01 the ruling race, and took more kindly to the consumption of 
imported goods in preference to indigenous goods. Thus, the gap 
caused by the disappearance of the old patronage ot the courts was only 
pai'tially filled up under the new’ order of things. 

(iii) The policy, of the East India Cornpany and the British Par- 
liqi The ‘commercial instincts of the East India Company led it 

at first to encourage Indian industries, bv financing them and otherwise, 
as i's export trade %vas largely drawn from them. But this policy met 
with determined opposition from vested interests in England ■which 
made use of their influence in Parliament so that the Company should 
concentrate on the export from India of ratv materials necessary for 
the English manufactures.'^ The opposition in England, to the East 
India Company’s trade hettreen England and India tvas, at the end of 
the seventeenth century, also occasioned bv the drain of specie to India 
which that trade involved. In the first half of the eighteenth century. 
Ensrland used the tariff against India wdth the double purpose of pro- 
tecting her -^voollen and silk manufactures and of raising additional 
money to meet the cost of the continental wars. From 1700 to 1824 the 


- See Moreland, From Akbar to Aurangzeb. 
' See D. R. Gadgil, np. cit., pp. 43-5- 
® Industrial Co^nmisshn Report, p. 7:^. 
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use of dyed Indian calicoes was prohibited in England by law which, how- 
ever, left untouched plain muslins and calicoes, and also all kinds of silk 
and cotton goods meant for re-export to the Continent. As R. C. Dutt ob- 
serves : ‘ India in the eighteenth cemtury was a gi'eat manufactur- 
ing as well as a great agricultural country, and the Indian hand- 
looms supplied the markets of Asia and Europe. The East India 
Company and the British Parliament, following the selfish commercial 
policy of a hundred years ago, discouraged Indian manufactures in the 
early years of British rule in order to encourage the rising manufactures 
of England. Their fixed policy, pursued during the last decade of the 
eighteenth century and the first decades of the nineteenth, was to make 
India subservient to the industries of Great Britain, and to make the 
Indian people gi'ow raw produce only, in order to supply material for the 
looms and manufactories of Great Britain. This policy was pursued with 
unwavering resolution and fatal success ; orders were sent out to force 
Indian artisans to work in the Company's factories ; commercial residents 
were legally vested with extensive powers over villages and communi- 
ties of Indian ^veavers ; prohibitive tariffs excluded Indian silks and 
cotton goods from England ; English goods were admitted in India 
free of duty or on payment of a nominal duty.’^ Duties ranging from 
30 to 80 per cent, and in some cases prohibition of Indian imports/ 
could not have failed to injure Indian exports to England to some 
extent.2 What was more serious was the competition of English goods 
in India and the world markets.^ ' Had not such heavy duties and the 
prohibitory decrees existed, the mills of Paisley and Mancliestcr would 
have been stopped in their outset and would have scai'cely been set in 
motion, even by the power of steam. They were created by the sacrifice 
of Indian manufactures. . . . The 'British manufacturer employed the 
arm of political injustice to keep down a competitor with whom he 
could not ha\'e contended on equal terms.'*^ England was now producing 
cotton goods for ^vhich India afforded an excellent market, and did 
not sample to use her political power for the purpose of exploiting this 
market, ‘The British Government was not likely to treat a distant 

' R. C. Putt, Economic History of India under Early British Rule, pp. 
vii-viii. 

In explaining the decline of the Indinn cotton industiy, however, the influence 
of proiectionist measures taken in England to keep out Indian goods is gtmernlly 
exaggerated. The English market was only a tiny bit of the great export market 
for Indian cotton goods ‘which ranged from Japan and China to the Spice Islands— 
Burma, Pegu, Persia, Arabia, West Africa and Europe outside England’.— L, C. A. 
Knowles, op. cit,, p 310. 

See C. J. Hamilton, Trade Relations hetween Kn<^Jaud and India, p. 163. 

It has been urged that England’s manufactures would have developed even 
without protection against Indian goods owing to the overwhelming advantage of 
machinery. But H. H. Wilson’s point, as quoted above, is that if England had felt 
as much concerned about India’s interests as about her own she would not have 
forced a policy of free trade on India w^hile adopting protection , for herself. 
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community that had come under its pov;er more unselfishiy mar: it had 
treated the British colonies in America.'^ 1 ‘he prohibitive duties, mrich 
England had levied against Indian goods imported tor home 
tion were removed only about the middle of the nineteenth ceniar;. 
when, ho'^v^ever, the unrestidcted competition of British nianuiaciures in 
the Indian and outside markets had already adppled the indigenous 
industries of India. 

(iv) Competition of 7 nachine- 77 iade goods. —By far the most important 
reason for the depression of Indian textile and other manufactures of 
this period was the Industrial Revolution in England. In any case, the 
Indian domestic and cottage handicrafts could not possibly have with- 
stood foreign competition, which derived its strength from the formidable 
industrial organization with its gigantic machinery, large-scale produc- 
tion, complex division of labour and improved Dransport and communica- 
tions. ' The invention of the power-loom in Europe as Dutt writes, 
* completed the decline of Indian industries.' The shipbuilding industry 
of India followed suit and Indian ships '^vere displaced by the Brithh 
mercantile marine, partly as a result of the adverse policy of the Court 
of Directors towards Indian shipping adopted hn response to agitation 
in England. The same stor\' may be recounted of other Indian industries 
such iron-smeiting and glass and paper manufactures. The revolution 
in transport in India caused by the rapid consu'uction of roads and, 
especially, railways, since the time of Lord Dalhousie, opened out many 
pai'ts of the countn^ to imported goods even in the remote interior, 
and thus intensified the force of competition.- Roads, telegraphs, rail- 
ways, the construction of the Suez Canal, the drop in steamer heights, 
especially after 1S30, reduction of transport costs for the export of English 
manufactures— all these factors added to the difficulties and hastened 
the ruin of the Indian artisan.^ The construction of railways in India 
tras too rapid to allow the artisans 10 adapt themselves to the netr cir- 
cumstances and find for themselves other profitable channels of epiploy- 
ment. Being taken unawares and left to their ou*n resources, they 
abandoned their traditional occupations in thousands in favour 
of agriculture, thus increasing the pressure on the land. If railway 
construction had been slower and the change had been more gradual, 
greater powers of resistance might have been shown by Indian in- 
dusades, the resort to agriculture might not have been so wholesale in 
character, alternative avenues of employment w'ould have been sought 
out and utilized in greater measure, and the hardships attendant on 
the transitional period would have been minimized. The revolution 
produced, however, was too sudden to permit any sucli adjustment.- 

^ J. b. and B. H.^immond, op. cit., 185. " See vol. il. ch. v. 

* See A. Chatterion. Industrial Evolution in India, p, -o- 

^ See A. Loveday. Indian Famines, p. 107- Another factor which coniributed tc 
the decline of the handicrafts was the adverse incidence on the artisan l-: :h‘^ heavy 
and oppressive transit duties in India. These duties were aboi'shed -'r: 



122 INDIAN ECONOMICS 

(v) The laissez-faire policy of the Indian Govcrn7ne72t.—The Govern- 
ment not only did not lend a helping hand to the struggling handicrafts 
but sometimes went out of their way to give direct assistance to English 
manufacturers in exploiting the Indian market. The raihv'ays carried 
the products of English manufacturers everywhere in the country, re- 
placing home-made by foreign goods and encouraging the export of raw 
materials. The foreign trade of the country expanded at the sacrifice 
of the domestic trade, and an unhealtliy and one-sided de\^elopment of 
the country’s resources was the consequence. As Ranade says: ‘The 
great Indian dependency of England has during this (nineteenth) 
century come to supply the place of the old colonies. This dependency 
has come to be regarded as a plantation, gi'owing raw^ produce to be 
shipped by the British agents in British ships, to be tv-orked into manu- 
factured articles by British skill and capital, and to be re-exported to 
this dependency by British mercliants to their corresponding British 
firms in India and elsewhere. The development of steam-power and 
mechanical skill joined with incTeased facilities of communication, have 
but lent strength to this tendency of the times and, as one result of the 
change, the gradual ruralization of this great dependency, and the rapid 
decadence of native manufacturing trade became distinctly marked.’^ 
The Indian consumer may have gained somewdrat by cheaper foreign 
goods, but the concentration of labour displaced from the indigenous 
handicrafts on agriculture has, it may be contended, increased the cost 
of famine relief and hence the burden on the consumer in his capacity 
as taxpayer. 

:22. Industrial Resolution in England and in India: a contrast. — 
It is true that in England also the transition from the old to the new 
order of things established by the Industrial Revolution w'^as attended 
by much dislocation and involved considerable suffering to handicrafts- 
men. It is also true that the Government of England showed an equal 
indiff^ence to the fate of the displaced weavers and other artisans, and 
state action, so far as it was positive, was intended to smooth the way 
for the new capitalist manufacturers and not to minimize the suffering 
of the handicraftsmen. But in England, the displaced lalDOur was quickly 
absorbed by the neiv manufactures after a brief period of sharp agony ; 
instead of increased ruralization there was a tremendous movement 
towards increased urbanization, and the demand for labour in the 
new industries was so imtnense that the countryside was practically de- 
populated in order to meet it ; and as a result of the Industrial 
Revolution, England entered on an era of unexampled prosperity 
and power. In all these respects the change in India was followed by 
altogether different results. The Industrial Revolution in India was 
the result of forces generated outside, and the machine-made goods with 
which the artisans had to compete were for a long time those that were 


^ op. cit., pp. 106-7. 
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turned out not in Indian but in European factories/^ The disen^aeed 
industrial population had perforce to fall back on the land laidns;' ntv: 
large-scale industries in the country itself, and the rural character of th.e 
country became accentuated. The artisan in his neu’ role of culti\’ator 
found himself economically in a decidedly v;orse plight than before, 
tvhereas in England his confrere often strengthened his hnancial position 
by profitable einploynicnt in the neve lacrories. As to the effect of the 
economic transition on the country a whole, in spite of the advance 
in agi'iculture, irrigation and transport, it is still a debatable question 
whether during the last hundred year^ or so the national di\'idend has 
increased to an a^^preciable extent.- 

The growing ruralization of the country referred to above re- 
flected in the census statistics relating to the percentage or peopiC 
dependent cn agriculiure. As early as iSSo, the Eamine Commisdon 0; 
that yeai' found that the numbers who turned to die soil for subsistence 
were far in excess of those needed for its thorough cultivation, and this 
tendency has since been gathering additional momentum. The pressure 
on the land has increased in ail the provinces (in the Punjab perhaps, 
the position has not changed much). Taking India as a whole, the 
census of 1S91 returned the percentage of the agricultural to the total 
population as 61. In 1901, it rose to 65*2 ; in 1911, to 69*8 : and in 
1921, to 70-9. Even if we ignore the census of 1891 oh the gi'ound ot 
changes in classification since that date, die subsequent censuses leave 
us in no doubt as regards the movemcn: from industry to agricuituue. 
The apparent decline in the percentage of the agricultural population 
(workers') in 1951 was probably due to a number of women supported 
bv asfiiculture beinsr WTonaiv returned as domestic servants. The coiTes- 
ponding figures for 1941 are not available. It is true that the cemiis 
statistics cannot be taken as absolutely reliable as they cannot distinguish 
clearlv between subddiary and main occupations, and a great many of 
the cottage industries are carried on as occupations subsidiary to agi'icu.- 
ture. But this element of inaccuracy being equally present in all the 
censuses, the figures at the different censuses may be used for com- 
parative purposes. 

Large-scale industry on modern lines has. however, already made a 
certain amount of proGfress in the countiyS and the Government being 
committed to a policy of rapid industrialization, the progress in this 
respect ought to be more satisfactory hereafter, remedying the excessive 

^ In India the economic revoludon affected transport almost esclusively an I 
most important outcome was a vast increase of internal and for-^ign trade. It 
not accompanied bv nnv considerable change in the methods of production whe’^her 
in agriculture or in industry'. 

' See vol. II, ch. iv. 

® A striking conrrasi is offered by the fact that ‘key’ industries like iron and 
steel and engineering industries, which were the very foundation oi industrial revolu- 
tion in England, were until recently neglected in India. 



INDIAN ECONOMICS 


124 

ruralization whicli filled Ranade with misgiving and alarm. Greatei 
development of the manufacturing industries in the country itself would 
obviously ina-ease the difficulty of the artisans position, and one ol ihe 
questions which we shall have to examine at a later stage will be 
whether cottage industries, which have shown greater resistance than 
in England, are doomed to extinction or whether their continued exist- 
ence and prosperity are compatible with industrialization in the modern 
sense of the term. 

523. The village in transition. — The organization of the village com- 
munity and its economic life described already are undergoing a traii'i- 
formation as a result of the new forces called into existence by adminis- 
trative centralization, the growth of individualism due to the impact of 
Western civilization, and the revolution in transport and communications. 

(i) Administrative centralization,— The Indian villages formerly 
possessed a lai'ge degi'ee of local autonomy, since the native dynasties 
and their local representatives did not, as a rule, concern themselves 
with the individual cultivators, but regarded the village as a whole or 
some large landowner as responsible for the payment of Government 
revenues and the maintenance of local order. This local autonomy has 
now disappeared owing to the establishment of local civil and criminal 
courts, the present revenue and police organization, and the operation 
of the individual ryotwari system which is extending even in northern 
India.’^ The British policy of administrative centralization, which was 
made possible by the establishment of a strong stable government and 
by easy communication and transport, and xvhich was adopted in opposi- 
tion to the recommendations of Elphinstone in Bombay and Munro in 
Madras, who xvere anxious to preserve the village community in health 
and vigour, paralysed the incentives to village autonomy, and the brand 
new creations such as the district and taluka boards have proved very 
indifferent substitutes for the restricted, but more effective, self-govern- 
ment of the village. 

(ii) Growth of in dividAialism,— Another factor which has contributed 
to the disintegration of die village community has been the growth of 
individualism. In modern times, individual legal rights have groxvn in 
all directions and have strengthened the position of the individual at 
the cost of corporate life. Such a tendency has manifested itself in 
India, and is one of the strongest present-day forces making for the 
disruption of the old fabric of Indian society based on corporate rather 
than individual rights. Corporate feeling in the Indian village has thus 
been considerably weakened, although it is not altogether dead yet. 
The village has still sufficient vitality to be regarded as the primary unit 
of administration, and the old village dignitaries such as the headman 
and the accountant are indispensable links between the village and the 
Central Government. Moreover, the prospect of the revival of village 

^ Report of the Decentralization Commission (iqoq). 
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seif-government and corporate life has been somew'hat brightened by 
the influence of the co-operative movement and the , growing rtalizatioii 
of the value and importance of the village panchayats. The Montagu- 
Chelmsford Report gave the needed impulse to a movement t^Tich 
had already received the blessings of the Decentralization Comniis- 
sicn of 1909. It is not easy to pour new wine into old bottles without 
a'a eking them, and the task of reviving village self-government is one 
bristling with difficulties relating to finance, personnel and the un- 
fortunate break of over a hundred years in the tradition of village self- 
government. In spite of the great difficulties, however, the ideal of 
\ iilage autonomy is worth pursuing, and the obstacles in its path vdll 
vanish in the course of time with the economic betterment of rural India, 
the spread of education and the general enlightenment of the people. It 
is essential, however, that the idea of village self-government should be 
pursued as part of a comprehensive scheme of rural reconstruction. 

(iii) Revolution in tra72sport.~L2.stlY, the revolution in transport, 
effected by the construction of a network of railways and roads since the 
middle of the nineteenth century, has broken down the isolation of the 
village and brought vital changes in its train. 

i24. Features of the Ylllage in transition, — (i) The most important 
feature is the destmetion of the self-sufficing character of the village. 
The village now^ imports Tom outside cloth, kerosene oil, aluminium 
wai'e, sugar, tea, matches, umbrellas, scissors, bangles, mirrors, di'ugs, 
sewing machines, etc. This increasing dependence of the village on the 
outside world has been largely helped by the changes in the standard of 
living due to M^estem influences. The village has also begun to grow 
for the outside market and its increasing dependence on exchange with 
die outside world has initiated an economic revolution of a far-reaching 
ciiaracter. 

(ii) The nature of the famine calamity has also been transformed 
along \\dth the break-up of the isolation of the village. The possibility 
of importing food from areas of plenty to make good the deficiency of 
local harvests has substituted famines of money for those of food as well 
as of money : and famine no longer stands for acute suffering from hunger 
On the part of large masses of the people, but merely involves scarcity 
prices and a temporary dislocation of employment and of agricultural 
operations. The recent wartime examples of famine, notably in Bengal, 
must be regarded as exceptions due to the temporary breakdown of 
transport and a corrupt and incompetent administration. Similarly, 
the opposite fear of agricultural ruin by plenty and low prices in years 
of bumper harvests is lessened on account of the extension of the 
size of the internal and international markets. At the same time, the 
old village grain-stores have practically disappeared, because the village 
can now draw upon a much larger grain-store co-extensive with the 
'whole country. 
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(iii) Another striking change relates to the introduction o£ mone)- 
economy. The growing frequency of exchanges with the outside world, 
wdiich stands in marked contrast with its rarity in tlie old days, and 
the rise in agricultural prices are bringing money into the village, as 
also the remittances of those wTo go out of the village for employment. 
This increasing supph of money has led to its adoption as a normal 
medium of exchange, and payments in grain are now infrequent. In- 
deed, the substitution of money for barter, as we have seen, is a familiar 
index of tire transition from the old to the new^ economy and marks a 
stage in the advance of civilization. Land re^'cnue and other taxes, rents, 
interest on loans and tvages are now’' largely 2 )aid in cash. Customary 
payments in grain for the services rendered by village artisans have not 
yet been completely supplanted, but they are much less imj:>orLant now 
than in the old days. Cash payments are also needed for commodities 
imported by the village. 

(iv) The village population is no longer stable and immobile, thanks 
to the railway and the economic necessity of siqajDlcmenting rural incomes 
by earnings in towms. There is no longer the old fixity of occupations 
arid there is a certain tveakening of the influence of caste and status. 
The numbers actually employed in factories, mines and the gi*eat public 
um'ks may at any time be negligible in {proportion to the total {population, 
but owdng to constant substitution, the numbers affected by modern 
influences are far greater. The breakdown of the isolation of the village 
is especially striking in the case of those villages whicli are within easy 
reach of big urban centres. 

^2o Transition in village occupations — ^I. Transition in agriculture. — 
We may now proceed to study briefly the transition in village occupations, 
beginning wuth agriculture, the premier industry of the village, and 
passing on to the transition in the village crafts. 

There has been no fundamental change in the organization of the 
agricultural industry. Cultivation on a small scale by small farmers 
tvorking with their owm capital and labour is still the normal arrange- 
ment. If anything, the growing ruralization of the country and the 
increased subdivision of land have considerably increased the number 
of small cultivators. Similarly, the old immemorial agricultural methods 
and technique still remain largely unaffected, the success of the Agricul- 
tural and Co-operative Departments in introducing improved methods 
and implements being so far very limits in character. 

The transition in Indian agriculture has four important aspects, 
namely, (i) commercialization of agriculture, (ii) dispossession of the 
ryots and the transfer of land from them to non-agriculturist money- 
lenders. (iii) increasing subdivision and fragmentation of holdings, and 
(iv) scarcity of rural labour.^ 

(i> The commercialization of agriculture has been due mainly to 

^ For a fuller treatment of the question see Gadgil, op. cit., ch. xi. 
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improved transport and better communicadons. The opeidn^^- o: the 
Suez Canal in iSGg in particular helped to establish ‘^vider and tvorld^nce 
markets icr aiiidculuirai product^. 

The opening of the world mai'kets and the consequent commercializa- 
tion of Indian agriculture were factors forced into prominence in the 
sixties of the last centurv owing to the American Civil WNiv The 
American cotton supplier being cut off by that war. Lancadiirc had to 
fall back on other sources like Estvot and India. The Lancashire demand 
led to a cotton r^oom tdiich for a time put large proffis into the pockets 
of the cotton arower and the exporter. Further, the opening or extensive 
tracts tor cultivation owing to the initiation of large irrigation work'' 
in the Punjab, the United Provinces and elsewhere has given an impetus 
to the substitution of commercial for subsistence husbandry. Apart from 
transport and imgation but connected with them, another factor respon- 
sible for the commercialization of agriculture has been the increasing 
use of money in the village and cash payments of taxes, rent, interest 
and wages. The necessity of cash payments is compelling the cultivator 
to sell a part of his produce, in many cases a very large part, immediatelv 
after the harvest, and he has often to buy back his own crop from the 
money-lender at prices higher than those at which he sells. 

This new phase of agricultural production has in a certain measure 
* led to the specialization of different regions in particular amps ; for 
example, Bengal specializes in jute ; Bombay and Berar in cotton : the 
Central Provinces in oil-seeds ; the Punjab in wheat, and so on. It has 
also led to an extension of the area under industrial and non-food crops 
like cotton, jute and oil-seeds. Further, there has arisen a special class 
of middlraien, wholesale dealers and exporters, for moving crops such 
as cotton, jute, wheat, etc. quickly to the ports and to inland distributing 
cenmes. In Chapter VIII we shall see how far this commercialization of 
agriculture has really benefited the producer and the counu'y as a w^hole 
and wdiat improvement in the marketing of agricultural produce i^ 
necessary. 

(ii) The dispossession of the old peasants by the money-lender is one 
of the results of rural indebtedness which has been stimulated by the 
growth of individual rights in land, freedom of transfer, rise in land 
values, facile credit and the highly complicated civil law and procedure. 
We shall discuss elsewhere the primaiy^ and secondary causes of agrarian 
indebtedness along with the vaiuous measures taken by the Government 
to check alienation of land in favour of the non-agriculturai classes. 

(iii) The increasing subdivision and fractionalization of holdings, so 
highly detrimental to improved agriculture, has been due to the growing 
pressure of the population on land, operating through the laws of inherit- 
ance and succession.^ 


^ See ch. 



128 


INDIAN ECONOMICS 


(iv) The scai'city of agi'icuitural labour of which complaints have 
become common in many villages is particularly felt at harvest time when 
the extra labour of the small cultivator and his family is not available ; 
and it has been attributed to an inarease in the area under cultivation, 
the growth of city industry and the tendency on the part of substantial 
farmers, who have especially benefited from a rise in prices, not to work 
theii' fields themselves but employ hired labour.^ 

II. Transition in the village crafts. — We may now turn to exa- 
mine the change in the position of the rural artisan. On the whole, the 
change here has not been revolutionary. ‘ The cai'penter, the blacksmith, 
the washerman, the barber-surgeon, the potter, etc., still exist as village 
servants with recognized duties and remuneration,’ receiving their custom- 
ary dues. But customary duties now play a less important part than 
they did in the past and the village artisan of today is more ready to 
migrate in search of better earnings elsewhere. Easy and cheap transport, 
by facilitating imports from abroad, has made it all the less necessary 
for the village, to provide for the satisfaction of all its needs locally. 
The continuous presence of all the artisans in the village is therefore 
no longer required. Payment of the artisan by the job rather than for 
the year is becoming more common, though the transition in this as in 
other respects is yet incomplete. The same factor is also responsible for 
the partial concentration of certain artisans like the weaver and the 
goldsmith in the larger towns and villages. The village artisan has also 
been adversely hit by the competition of the mass-production of the fac- 
tories, foreign and Indian, and some village industries have already 
collapsed as a result of this unequal competition. 

The various village artisans have been affected, however, in different 
ways by the transition. Hand-spinning, as in the case of the English 
industrial revolution, has been the worst sufferer, and the old spinning- 
wheel in eveiy^ cottage has now been for the most part silenced. The 
village dyer has also suffered on account of the impart of aniline dyes 
and the use of dyed mill-made yarn. The weaver has suffered, not only 
because of the competition of machine-made goods with which the Indian 
market was flooded, but also to some extent because foreign Asiatic 
markets such as Java and Persia, which were formerly supplied from 
India, now came to be supplied from England. Hand-weaving, how- 
ever, is by xiQ means extinct in India. It is computed that there are 
still about two t6 three million hand-looms at work in India and about 
six million hand-loom weavers, and that their annual gross earnings 
must amount approximately to 50 crores of rupees.^ The increasing use 
of iron ploughs, crushers an^ other improved implements has prejudicial- 
ly affected the position of the blacksmith and the carpenter, as the grooving 

^ Sf^e Ct. Keatinge, Progress of Agriculture in Western India, pp. 144-6.* 

See Industrial Commission Report, par. 256, and M. C. Matheson, Indian Indus- 
try, appendix iv. 
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use ot enamelled ware and of copper and brass utensils has rendei'ed the 
potter largely superfluous. The lot ox the village tanner has become 
hard on account of the rise in world-prices of raw hides and sldns, which 
ai'e annually exported in large quantities from India, and the increasing 
imports of ready-made tanned hides. The village oilman has also becm 
hit hard by the increasing use of kerosene oil in the village, export of 
oil-seeds and the growth of an oil-pressing indusuy in towns. ^Vhere 
the village indusU'y has suflered a setback and depression, there has been 
a tendency for the displaced artisan to join the ranks of the day-labourers 
in the village itself or to migi'ate to towns in search of better employment. 
Ab a general rule, the artisans have given up their hereditary occupation 
only when forced to do so, though in some cases they have foreseen the 
ruin that was overtaking them and abandoned tlieh occupation without 
waiting for their position to become absolutely desperate. 

As regards those artisans who still continue to ply their ancestral 
crafts, there has been little change in their condition, except that some 
of them have adapted their trade in some measure to the changed condi- 
tions of production. For example, the weaver now mostly uses mill-made 
yarn, and in some cases the fly-shuttle, as in Madras ; the smith imports 
ready-made iron and tin sheets ; the carpenter makes use of improved 
implements ; and the tailor uses the sewing-machine. 

It is thus obvious that not all the artisans in the village have been 
equally affected. Those that have been able to concentrate in the larger 
■villages or to migrate to towns have improved their position—for example 
the carpenter and the blacksmith, for w^hom there is a growing demand 
in the engineering w^orkshop, building and furniture industries in the 
towns. Those, however, that could not leave the village and had no 
other alternative suffered and have had to take to ordinary^ agricultural 
labour. 

The foregoing survey of the transition in the village handicrafts^ 
shows that rural industry is on the whole decaying. Large numbers of 
artisans have degenerated into mere wage-earners. A fortunate few’’ have 
improved their position by migrating to towns. Some have become 
farmers, w^hile those that have had to stick to their hereditary position 
are generally in a desperate plight and they are the first to flock to the 
public relief w^orks in times of famine and distress. 

A 26. Transition from status and custom to contract and competition. — 
We have already discussed, in the chapter on Social and Religious 
Institutions, the extent to wiiich status, as regulated by the caste and 
the joint family system, still operates in India, and it has been shown 
there that Indian society is in a condition of flux and transition, and is 
gi'aduallv assuming a new’' character. Custom, for example, as a regulator 
of wages, rent and prices is being steadily supplanted by competition, 
more particularly in urban areas. The spread of IV'estem civilization, 

^ For a more detailed account see Gadgil, op. cit,, pp. 1S3-98. 
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the inU'oduction and the extension of money economy and the develop- 
ment of communications are rapidly ^veakening the force of custom, and 
competition is becoming the predominant force eveiyAvhere. it is true 
that even in the most advanced communities competition is to some 
extent mitigated by custom. But though not entirely absent, the in- 
fluence of custom is negligible in tvestern Europe. In India, it is 
more pov'erfnl, though it is important to note that the drift of 
events is unmistakably towards the supersession ci custom by competi- 
tion and in general towards a gradual approximation to Western 
conditions. 

(i) CompetitiGn and rent,— The growth of population, the ruralization 
of the country, the practical absence of other outlets, the high prices of 
commercial crops like jute, cotton, wheat, oil-seeds, etc., the traditional 
sentiment in favour of land, and the establishment of peace and order 
together vrith die introduction of cash rents, have all extended the range 
of competition in determining rent. In some cases, the tendency towards 
rack-renting tlie tenants .on the part of landlords Las had to be checked 
by the passing of Tenancy Acts, as in Bengal, Madi'as, the United Pro- 
vinces, the Genual Provinces, etc., so as to secure for the tenants the 
enjoyment of rights already conferred upon them by custom, and to 
prevent arbitrary increases in rent or eviction. 

(ii) Competition and zvages,—At die present time in India, especially 
in the towns, wages may be regarded as governed more by competition 
than by custom, although competition even in this sphere is not so power- 
ful a force as in Western countries. The response of wages to changes 
in demand and supply is not so quick as in the West, and so the wage 
level, while it varies in different parts of the country, is comparatively 
stable. Competition now affects the rate of v/ages in ^dllages aiso^ as a 
result of various forces such as the inareased demand for labour in towns, 
the gi-eater mobility of labour due to better means of transport, and the 
inU'oduction of cash wages. The customary remuneration of die village 
artisan, as has already been shown, is becoming less important, especially 
in the case of such artisans as the 'village blacksmith and the carpenter 
who can easily find employment in the towns. The wages of farm labour- 
ers are also largely governed by competition, particularly where there is 
a scarcity of agricultural labour. The nearest approach to purely com- 
petitive wages is attained in die towns under the influence of an ever- 
ina^easing demand for labour. 

(iii) Competition and prices,— Prices in rural areas are being increas- 
ingly determined by competition as regulated by the relations between 
demand and supply. In consequence of improved communications, 
changes in prices in one part of the country nowadays quickly affect diose 
in other parts, and the linking up of the country with the world’s markets 
has considerably enlarged the scope of competition in determining prices. 
It is obvious, however, that prices in rural areas are bound to be more 
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sluggish than in urban areas Giving to the gi’eater conservarisin and i^ner- 
ance of the rural population. 

s27. Transition in industries. — We have already described n-ansiticn 
in the indigenous industries o£ the country, the causes of their decline 
and the progressive ruralizadon of the countn. 

The industrial position of India, as Rauade pointed out, had sunk 
lov'est tovrards the middle of the seventies of die last centuryd but from 
that time ontvards there has been verv ^'adua: but almost uninterrupted 
progress in large-scale industry. ‘To those ivho look fonvard ivitli hope 
to an industrial revolution in India, the bright side of the picture is not 
to be sought in the village at all but in those manufacturing centres ivhich 
have sprung into life in recent years and in vrhich industry is organized 
on a completely modern basis. It is to Bombay, Caivnpore and the banks 
of the Hooghly that ive must go to find labour concentrated together 
and ivorking under expert supervision. It is in sucli cities tliat capital 
has been freely spent on the erection of mills and costiv machineriy that 
tlie economies of large-scale production have been secured, and that 
Indian captains of industry have arisen. - The new form of industn^ 
first established in the plantation industries such as those represented hv 
the tea, coffee, indigo and jute estates, ivhich were and have remained to 
this day in the hands of European planters.'^ This new development was 
favoured by the removal of restrictions on European settlement and enter- 
prise in India bv the Charter Act of 183^, and also by the abolition c£ 
slaverv in the West Indies, which deprived the Invest Indies planter of 
the advantage of cheap labour.^ British business men were not slow to 
perceive the scope which the rich and varied supply of raw materials and 
the huge extent of the local market offered to manufactures on modern 
lines, and thus justified the prescience of Lord Dalhousie who foresaiv 
the development. The hots' of British capital and enterprise into India 
became especially pronounced after the middle of last century. 

The example of European business men evoked a corresponding en- 
thusiasm among the commercial classes of India, more especially in 
Bombay, ^s'hich had the honour of giving a lead in this matter to other 
parts of India and winning for itself the position of being the industrial 
capital of India. Though the progress of large-scale industries has been 
slow, its definite establishment in the countiw may be regarded as a 
partial set-off to the movement towards ruralizadon which Ranade 
deplored so much. 

^ ' Things were as bad as they could be about :S70-5 ; since then the tide has 
nirned, and Inlia had shown signs of reviva! which marks its first step in the transi- 
tion from a purely agricultural country into a partly manufacturing and tracicj: 
countr^'.’ — op. cit,, p. 119. 

- Morison. op. cit., pp. 170-1. 

^ For a verv" comprehensive account of the various plantaticn industries see D. 
K. F>urhnnnn, Tke Development of Capitalist Enterprise in India, chaps, iii and iv. 

■* See Knowles. Economic Development of the Over’^ca^ Empire, p. 306. 
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Towards the middle of last century, the factory industry tvas intro- 
duced into India and the first outposts of the industrial revolution 
t^'Ore planted in the country. Then w’ere established two of the most 
important of India’s present-day industries in Bombay and Bengal res- 
pectively. The cotton mill industry has from the first been financed and 
managed by Indian capital and enterprise, while the jute industry has 
been dominated by European capital and enterprise. The industrial 
revolution spread to the mining industries, and then to various other 
industries such as cotton gins and presses, coal, manganese, gold and 
mica, steel and iron, rice-husking and -grinding mills, oil mills, etc. 
Progress was at first very slow and confined to only a few places in the 
country, and it w'as only to'vvards the end of last century that factory 
industry began to develop all over the country. In the first decade of 
the present century, especially under the influence of the enthusiasm 
created by the swadeshi movement, many mineral and some miscellaneous 
industries came into prominence. These later years also witnessed the 
spread in India of the use of small machines and small engines, and 
generally a tendency to make an increased use of mechanical appliances 
was in evidence everywdiere.^ The v/ar of 1914-18 gave a temporary 
stimulus to Indian manufactures, particularly to the cotton and jute mill, 
steel, iron and leather industries. The recent extension of large-scale 
industry referable to the policy of ‘ discriminate protection ' will 
receive detailed notice in our discussion of the tariff policy of India. 

Two depressing features of this transition in Indian industries must 
be noticed. One is that the movement has been very slow and uneven, 
and the other is that much of it has been directed by foreign capital which 
consequently occupies a dominant position in Indian industry and ab- 
sorbs a large portion of India’s newly created wealth. The invasion of 
foreign capital and enterprise, w^hile it has stimulated industrial develop- 
ment, has resulted in many cases in the premature exploitation of such 
of the country’s resources as are not subject to the process of natural 
growth and recovery, and has created powerful vested interests often in 
sharp antagonism with the national point of view in political and eco- 
nomic matters. Among the causes which explain the slowness and the 
uneven character of our industrial development, the most prominent 
are the inadequacy and shyness of Indian capital (which sought invest- 
ment in money-lending, land or commerce instead of in the new type of 
manufactures); inadequate banking facilities ; uneven distribution of 
natural resources such as coal, the prevailing ignorance about them, -and 
their comparatively undeveloped condition ; lack of technical education : 
the relative inefficiency of our labour, skilled and unskilled ; the 
dearth of skilled labour and of captains of industry : the undeveloped 
condition of such basic industries as steel and iron : and finally the 


^ For further historical details see Gadgil, op. clt.^ chaps, iv, vi and viii. 
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apinhy of the Government and their failure to put forth a special cric^: 
to speed up development. The present policy of protection and planrdn^- 
marks a welcome departure from me attitude of indifference to industrial 
progi'ess which has long characterised British policy in India. 

? 28 . Two tests of indnsu’ial progress* — In order to ascertain me ex- 
tent o£ the industrial progi'ess made, and of the economic transiiio" 
effected by India, two tests have been suggested, naineN, :iy the statisiit- 
of foreign trade, and (ii# the growth of tow'ns. 

(i;, Statistic*^ of foreign trade bearing pariicularh' on the proportion 
of maiiLiiactured goods in the imports and exportb mav first be discussed. 
As Morisoii obseiwes, ‘ both exports and imports have increased largelv 
with die grotvth of the country's wealth and population, but the export 
of manufactured ai'ticles has increased more largely than liie export o: 
raw materials, thus showing the local development of industries. In lire 
import trade, the tendency is, as we should desire it to be, in the opposite 
direction : the import of raw materials has increased to a greater degi'ee 
than that of manufactured goods/ thus showung diat the country has 
been importing ra^v materials in large quantities to be manufactured in 
this country. Bet'ween 1879 and 1892, as Ranade himself pointed out. 
the export of manufactured or partly manufactured goods rose to 
Rs, 16*42 crores, showing an increase of 211 per cent. The rise in the 
export of raw produce from Rs. 59-6 to Rs. 85*6 crores teas not relativelv 
so high, being only 43 per cent. On the other hand, manufactured im- 
ports rose from Rs. 25*9 to Rs. 36*2 arores or by 39 per cent, while the 
imports of ra'^v produce almost doubled themselves from Rs. 13*75 
Rs. 26*38 a'ores or 91 per cent. And on the strength of these fg'iue?, 
Ranade came to the conclusion that the reverse movement to The 
collapse of domestic industries and the gradual rustication of our occupa- 
tions ' had made a promising beginning.^ Continuing the analysis on the 
same lines from 1892 to 1907, Professor Kale has been able to show that 
' the import of manufactured goods rose dm'ing this period by 93 per cent 
and of raw materials by 127 per cent, while the export of manufactured 
goods rose by 139 per cent and of raw materials by only 57 per cent. The 
proportion of the imports of manufactured goods to total imports which 
stood at 65 per cent in 1879 and 57 per cent in 1892, dropped to 53 per 
cent in 1907, and, in the same way, the proportion of manufactured 
exports which was only 8 per cent in 1879 and 16 per cent in 1892 rose 
to 22 in 1907/2 and it may be pointed out here that under the stimulus 
given by the war of 1914-18, this proportion rose to 36 per cent in 1919. 
The war of 1939-45 has imparted a similar stimulus to the export of 
manufactured goods from India. 

The accuracy of these statistics has, hoivever, been impugned bv 
some critics, e.g. Lord Keynes, who contend that ‘ the figures for the 
imports of manufactures in the official statistics are misleading and do 


^ op. cit., p. rri. 


- See Pillai, Economic Conditions in India, p. 31. 
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:T.r:;r .::X because tEis heading excludes, 

3.. :b:-/ :dl c£ luachinerv and ol metals and metal 

manv: A: Iv. rhe calculations ce^aardiiig the growth of im- 

n - . c,u- imX ace niisleadina. On the export side, half-finished 
incr : b. : :v,. i c"::cA' ^ .ch as cotton yarn and tanned hides swell the 
'tnl : f'c u;'_u;u :n ruanu:? enures and gh'e an exaggerated impres- 
: : tr t cT'u-dt industries and the pace at which it is proceeding. 
’’ ' '1.;..' tc"jr: m thi- t'r>:c in "jur survey of the main features of India's 
U'C-Xu Here :: f- sudtdent to say that the trade returns 
’ ’ "j u:cr tr t ’. “nileucr' totrard- industrial development is itself 
c u'ticnable au.l !s rroodnr with the passage of time. Indeed, there 
: w: - t '‘ h:. i:he Dr Gilbert Slater, ai'e alarmed at the present rate of 
prt'crriu:^ ’udeh. believe, threatens to be too fast for social and econo- 
ru: uudeiifu' :.r. 1 tends to outpace the adoption of measures to prevent 
:be evID mdem industrialism. Thh view, how'ever, is not generally 
bdd, dte rn'e:lon::n:jr : feeling being in favour of more rapid industriali- 
st::'?. ' ::: cten rodev, about three-fourths of India's imports consist 
t: iLccnueri artinlev. while raw materials including foodstuffs bear 

'bvrt tre same nrtnorrion to her total exports.^ 

ri IVe shall no"': proceed to discuss the second test which has been 
-Uigrested, namely, the grotvih of town^A The small number of towms 
and the insignificant proportion of the urban to the total papulation 
may be laken as an index of the industrial backtvardness of the country. 
Ovm a long period the proportion of the urban to the total population 
rertamed rrorc* or unaltered. In England, on the other hand, 
the development of new industries brought about a rapid urbanization 
at the population, of which pS per cent live in towns. From the point 
o: me ur"" -^niccnon te=5t, dierefore, India has tremendous leeway 
to ""icke un. 

'if. Modern femes influencing the growth of towns.— shall now 
con>:dcr the db^ermr force; acting on the ,giwth of tOMms in modern 
India. 

i‘ Railways nud navigation have brought into existence new com- 
mercial centres and have increased the importance of some of the old 
ones. In met, cue of tne earliest results of British rule was the gi'OTvth 
v: dee great mercantile centres, and we mav say tliat the Britis?i have 
plymd the role of towm-biiilders in India. Bombay, Karachi, Madras, 
CEcutm. Delhi. Lahore, Hubli and Bangalore serve as illustrations of 
the nevr commercial 

hij The gro%rth of ne^v industries in the West has meant the crowd- 
ing or vast masses of population into mammoth towns and cities— a 
phenomenon not vdthout its counterpart in India> The leading in- 
dustries of the cotintry have contributed to the conversion of villages 
into towms and rown^ into cities. Bombay, Ahmedabad, Sholapiir and 

.^ee VO.. li, ch v:. = Gadgil, op. cit., ch. 
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Hubli with their cotton mills, and Catvnpore with its t'.'oollen mills 
and leather factories are all creations of the netv" industrial era and owe 
their size and a substantial part of their importance to their respective 
staple industries. The rapid development of Jamshedpur since 1911, as 
a result of the expansion of the Tata steel and iron enterprise, is one of 
the romances of industrial achievement in India. The influence of in- 
dustrial development on the growth of lov.uis has not, hoirever. been so 
potverful in India as in IVestern countries. This is shown by the fact 
that out or the existing §7 Indian cities containing more than a lakh of 
people, not less than 22 o'^ve their importance, partly at any rate, to 
other than manufacturing or commercial activities, and also by the fact, 
brought out by the census of 1911, that only go per cent of the inhabi- 
tants of these cities were occupied in industrial pursuits. 

(iii) Famines are among the causes which deplete the country-side and 
increase the volume of the urban population. It may happen that part 
of this addition is permanently absorbed by the occupations in towns, 
though most of it is certainly lost owing to people returning to their 
villages after the advent of the rains. 

(iv) The rise of a class of landless labourers in the villages is the 
result of famines and the dispossession of the old peasant proprietors, 
and the transformation of the artisans into w^age-earners. The existence 
of this class promotes urbanization to some extent, for the landless 
labourer is often ready to migrate to the toTvms if he can find employ- 
ment there. 

(v) The attractions of urban life have led T'.^ealthy landlords and 
other persons of substance to settle in towns. This inddentaily encour- 
ages absentee landlordism. 

(vi) Administrative centralization has increased the urban importance 
of the taluka town in comparison with the village, of the district head- 
quarters in comparison with the taluka towms ; and similarly in the case 
of divisional headquarters, and provincial, imperial and state capitals. 

(vii) Facilities for secondary^ and higher education axe practically 
confined to the bigger towns, and parents therefore often choose to live in 
them for the sake of the education of their children. 

§ 30 . Influences making for the decline of towns. — Side by side with 
this increasins: urbanization must be noticed the tendencv" of the older 
towns to be depopulated. 

(i) Changes in regional values and diversion of trade routes have in 
many cases brought about the decline of towns^ which previously owed 
their prosperity to the command of river and road traffic, and now 
superseded owing to railway extensions, e.g. Mirzapur on the Ganges, 
Patna, Saugor, etc. The engineer cannot ahvays contrive that the rail- 
way line should pass by the old urban centres, so tliat being left alone 
away from the main line, some of them have naturally dwindled in 
importance. 
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i; The decay of L:rhan handicoafis, rolloxving the disappearance of 
:he uld ro} .d ar.a :h^ zr^e of the European competition, has brought 

abru: a h: the pop Cation in cid Indian towns like Dacca, 

ur.d Taajzre. Even sacred towns like Gaya and Benares 
at'e hsin^ :ueh' importance and pcpulation as a result of the fall in the 
d-minj ::: the pa:: st hve nilerirns, for the products of the old indus- 


fil hi'cises like ylarue and cholera periodically turn urban areas 
h::e hn: ml hcuse- a:oh drive ihe population away to the open country, 
hr.is n. ^vcnten: is. ho:re:e:r only temporaeyr in chai'acter and is reversed 
- i ]- the resrrraii'.n ui nozma: cozeditions of health in the towns. 

Taking into acorun: the two opposite tendencies of the growth and 
itj.izzre oi trrats we read: the conclusion that they have so far just 
balanced eact tthcr. rheugh in recent years the tendency to urbanization 
hirr.t^y cazning the upper hand. This stands in maiEed contrast with 
••dart haypened in England during the period of the Industidal Revolu- 
non. TIze-re the zcvrr.s in the south decayed in a short time, but their 
It-' ^ as nzdving in czenparison with the rapid rise of vastly more 
pcpuiozis znhan centres in the north. 

nl. ‘Sudden transition from local to international economy/ — Profes- 
sors and Joshi characterize the evolution, Tvhich xve have described 

under the heading of Economic Transition, as a ' sudden transition from 
local to international economy 'What is apparently meant to be con- 
veyed by this is that the village became suddenly linked with the outside 
world: that international u-ade developed much faster than internal 
trade and that, as it Tvas entirely uncontrolled and 'unregulated, it led 
lO a Oiie-s..d£d, and on the whole injurious, development of the economic 
uf j or tne country with the scales tipped heavily in favour of agriculture 
UiiU a^a..n!jt indasnp : that this ueveiopment was a part of the general 
vX 0- tUe undeveloped tracts of the African and Asiatic con- 
linenrs at me nands of the leading powders of Europe ; and that in per- 
mitting ir the Governineni: of the country paid no attention to true 
natmnal interests. If it is thought necessary or useful to put some short 
d^-criptive label to all this it should perhaps be ' sudden transition from 
^It^sufficiencr io iniernational exchange \ because the term ‘ internation- 
A om*. implies that there is a world tvilD which ‘ranks above 
national vdlls and in w^hich they find expression h At present, however, 
such a world vdll does not exist, and ‘ international relations are not 
regulated in accordance with an ideal of the human race, but according 
to the wihs of the nations concerned The nation is still the economic 
unit and we cannot talk of international economy until ‘ the national 
standpoint is transformed by universal or international considerations 
In a tnilv international economy the sacrifice of any particular nation 


Or. cit., pp, 15S-60. 


J. Grunzel, Economic Protectionism^ pp. 3-4 
pp. 81-2. 
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^A'ould be acquiesced in by the nation concerned and not i:nyo:>jd upon 
it by guile or force employed bv some other nation. Also, the ultimaie 
justification of such a sacrifice would invariably be the consideration that 
it would be to the eventual benefit not only of the world state in general 
but also of the individual state itself called upon to make a terriDorarv 
sacrifice. 

Is indnstrialization desirable for India? — The niovemeut to- 
wards industrialization has already made a fair start in India. And 
while the general trend of opinion is in fa^'our of accelerating it. there 
are some who would, if thev had their own tvav, nin it in the bud as 
being fraught with sinister possibilities for the country. Part of the 
opposition to industrializaiion comes from those who look with horror 
on all machinery because they believe that it inevitably degrades human 
life and work, and makes both mechanical and joyless. Thev '^earn for 
a simple and primitive system of industry, under which there would be 
more air and sunshine, more elbow-room and greater freedom than can 
ever be possible under a regime of machinery. There is, liow'ever, gener- 
ally a poetic vagueness and lack of actuality and substance about these 
visions of an ideally simple economic life, and we know as a matter of 
fact that they have never been actually realized anywhere at any time. 

know, on the contrary, that manual labour can be \'ery dull and 
heavy and brutalizing, and that man has improved his economic position 
and turned the earth into a more and more comfortable and desirable 
place of habitation for himself to the extent that he has increased 
his mastery over nature, and this is essentially what die replacement of 
human and animal labour by machinery means. 

Some people, while admitting the necessity of supplementing the 
labour of men and animals up to a certain limit, would draw a line 
beyond ivhich they would not allow- the domination of man over 
nature to go. They w’ould stop, for example, at the wdndmill or the 
watermill, or a simple ivooden plough, or a charha or spinning wheel, 
but they have no satisfactory' ansiver to the question as to w’hy these 
beginnings of human mastery^ over nature should not be followed up 
by a more complete domination. 

The introduction of machinery and large-scale production of the 
modem type is no doubt apt to bring serious evils in its urain. such 
as overcrow'ding and the ruthless exploitation of the w'eak by the strong, 
and to compel large^ numbers of w^orkers to lead cramped, squalid and 
distressful lives amidst unspeakably ugly and unhealthy surroundings. 
It is, however, not true that the only w'ay of avoiding these e\iis is to 
dispense with modern methods of large-scale production. As "^Vestern 
experience shows, it is possible greatly to mitigate these evils bv 
suitable state action and legislation. And it is significant that, although 
in the West there is profound discontent with the present economic 
organization, nobody of any consequence has proposed the abolition of 
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:v ^ TL- i< directed ir^ore against the 

d„ f l:::h die ' :c’:d ihi: i' ^reduced is distributed, than against 

"C'V :r. _icA ird-:: :t: r it to enu^hasize unduly the material side 

t: i::'. l...t : 'd id-ir’.’" ueii^^arv, in the case o£ a poor countiy like 

had::: iu” d_ .i' -fr*:: should he increased and her teeming 

jiii.duu ■;;mi :/ : : die cores and tiondes of mere existence, in order 
td 1 . . ■ ‘ u. u hh"' ^r lire di^tdd he possible for themd And this 
:r::: ^ f ne ' d: die helu of un- to-date methods of production, 

A: :: . i: . iniernhered that India can no longer remain 

•;'*,..i:.d c’ 10 if '^lie ’'ddiss t-o. and she can only sur^dve the onslaughts 
i' f'rehn : lu.oedi: ~:i cy firging tloe veeapons of modern industrialism. 
The c.:U' f'o n.aihinerv hii^ heen vcell put by F. S. Marvin as follows : 

A uirdtin; ;? icdiing odoich extends man's physical powers in dealing 
1 i. . net ::e. tuahhs him to put more brains into longer and defter fingers 
c::d mfefr.iteh* strengthened mus'cles. Anyone v:ho opposes this in 
prh.iziph: epposes the uptvard march of our species, nor can he draw 
even an intelligible line and say. so far it was right for man to strengthen 
h:m"-:lf but ud further. Is it to be at the motor-plough or at the first 
simplest stick for sci'aiching the ground, at the steel mechanical reaper 
rr the stone-manh hint axe ? There is no difference except of perfection 
and power. The real objections are to something quite different, the 
industrial towm. the factory system and what is called “ wage-slavery ’d 
But the^e are sodah arrangements modifiable at will, and in no necessary 
• lay hound up with our extended power over nature.’ 

Opponents of industrialism in India have sometimes taken a different 
line, Thev hare urged that if industries are to be fostered in India, this 
^vill ha^f tc be at the expense of agriculture, the premier industiw of 
Tnhia, Thi^ argument will be examined in our chapter on Industries, 
fn the >r:eanvhile we will content ourselves wdth the statement that 
:ndu 5 !:::,l development, far from being antagonistic to agricultural 
det ell -prccn: in this countrv’, will have the most beneficial influence on 
it. 

Finallw it may be pointed out that the conviction about the necessity 
ana desirability oi rapid industrialization is so strong that those who 
-et themselves in opposition to it have no more chance of success than 
ihv excellent Mrs Partington in her unequal contest with the Atlantic. 


^ ror an exzellent dbeassion of the proper attitude with regard to material progress 
ir.d-', ste M. L. Darling, Rusticus Loquitur, pp. 374 ff. 
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AGRICULTURE : PRODUCTION AND EXPORT 

;1. The piace of agncultnre in Indian econcmics*— The most sa-ikin^ 
characteristic or economic life in India is the ovenvhelirang preponde:’' 
ance of agriculture over other occupations, the great mass of human 
life and effort, represented by three out of even- four persons in 
the country, being devoted to agriculture. Agricultural production 
provides practically all ihe food-grains consumed in the countTr, and 
yields large quantities of raw materials like cotton, jute, oil-seeds, etc., 
for the principal manufacturing industries. And yet a study of the 
present position of Indian agriculture must lead everyone to endorse 
the following gloomy words of Dr Clouston : ' In India we have our de- 
pressed classes ; we have, too, our depressed industries, and 
agriculture, unfortunately, is one of them.'^ Judged by whatever 
standard— the size and the constitution of the holding, the imple-' 
ments and the fertilizers in use. the system of rotation of crops, the 
quality of seeds, the position tvith regard to irrigation facilities and 
other land improvements, marketing organization, animal husbandry, 
subsidiaiy* rural occupations, etc.— our agriculture is in a backward 
condition. This is shown by the excessively low outturn per acre, which 
at best is often only one-third or one-fourth of what is obtained in other 
lands, and which dwindles to nothing during times of drought and 
famine.- 

: 2 . The need for agricultural deYelopment.— The need for agricultural 
improvement is imperative from many points of view. It will 
lead to an improvement in the economic condition of the masses and 
raise their standard of living. It will ensure an adequate food supply 
for the population of the country The reactions of improved agriculture 
on industry are no less important. The increased purchasing power or 
rhe rural masses will provide a large home market for the products of 
the home manufacturers. Improvement in agriculture will necessarily 
implv a growing mechanization of its processes and may be expected to 
bring into existence large manufacturing establishments to produce agri- 
cultural tools and machinen^^ 

may, however, make two things clear here. In the first place, as 
alreadv pointed out, the plea for improved agriculture does not mean 
that nature has destined India to be an exclusively agricultural countrc. 
In our opinion she is so situated that she can have a prosperous manu- 
facturing industiy^ as well as a thriving agriculture. Secondly, we 

^ Agriculitiral Commission Reffort, Minutes of Evidence, vol. I, evidence bv the 
officers of the Government of India. 

” ibid., p. 14. ® hidusMal Commission Report, p. 22. 
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nrj^: anpreciiite the fact that our a.gricultiiral problems cannot be 
'‘ulved in an isolated fashion witliout reference to our indiistiial piobleiiis^ 
and v;e slnrj.ld do n;ell to remember hovo, during the period of the Indus- 
trie! Revolution in En^^land, agriculture and indusU'V were transformed 
n.Ul Ir dde. i:r. in one helping progress in the other. The present 
1 1 in Indian ^yicultiire and the riiralizatioii of the country 

arc e^i!" ndiich cannot be overcome siiiiplv by a system of improved agri- 
culture. .-I simultaneous development in industry is also, , necessar}^, tO' 
relieve ti^e oressiire on land and to ensure a steady flow of capital from 
rim cities and manufactures for investment in land. 

The :3resent Indian awakening may be regarded as a p,iiase of the 
world’vide interest in agriculture which has been in evidence since the 
war -of 1914-iS. Perhaps in pre-wnr days there was a general tendency 
ro forget the supreme importance of agriculture. But the experience 
cd that tvar |jut an end to this indifference by exposing the dangers of 
fiepeiidence on foreign supplies in the matter of food and raw materials. 
The* second, irorld war confirmed the urgency of attaim,ng as 'large' a 
measure of self-sufficiencv’ as is possible in the matter of agriculturai pro- 
duction,. Lack of ,siiffi.cient food products " teas amply but miserably de- 
monstrated by the 1943 food famine in Bengal. Agriculture has again 
come into its own as a premier national key industry and much is being 
talked and wTitten about its rehabilitation and advance in practically every 
country, not excluding England itself, the classic land of manufacturing 
industry. 

|g. Statlstles of area under different crops in British India A 


TABLE I 2 



1 Acres , 

j (millions) i 
1 901-2 ; 

i Percentage 

I of net area 
: according 
to village 
papers 

.Acres 

(millions) 

1940-1 

Percentage 
of net area 
according 
to village 
papers 

Net area by professional survey ^ 
Xei area according to village ^ 

i 

552*92 i 


j 512-92 

... 

papers* ... __ ; 

553*7 i 


1 512-07 


Area under forest .. ' 

66-36 j 

12-0 

68*28 

1 13*3 

Xc: available for cu|tiva,tioii ... ; 
Other^ uncultivated land ex- | 

. 137*96 

24-9 

1 86-71 

! 16*9 , 

cludinio; current fallows 

107*52 

19*4 

i 97*86 

I 19-0 

Falkw land ... ... | 

42*15 ! 

7-6 

1 45-25 

! 8-8 

Xet area sowm •with, crops .... i 
iotai sown area', (includes' 

199*71 i 

36-1 

213-96 

i 41-7 

( ' '■ 

area smen more, than once) ' 

220-35 i 


244-57 


Area irrigated ..... ..1 

32-5S 

... 

55-08 

; ' ' 9*33 

i 


’ A^rimltural Statistics for British India ^ 1959-40 (Provisional), pp. 2-3. 

“ Figures for i9oj;-2 are indusive of Bunna, while those for 1940-1 are ,, exclusive 

•cf Burma, which was separated .from India, on i' April 1937. .. 

* Includes 0*14 million acres for which .details are not available. ' 
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Acres 

Percentage j 

Acres 

Percentage 


'millions ! 

of total 1 

\m hi ions 

ct t;:a. 


:po:-t 

sow-n area ! 

1540-: 

sor.-n ..rr. 

Area under A cd-gra:ns — 





t^ice 

70-07 

3 '--^ 

5S-S5 

27-C 

Wheat 

iS-6i 

S-u 

26-45 

lO-S 

Barley 

5*20 

2-S 

6-32 

2-; 

Jowar 

21 -S 2 

9-S 

21*25 

8-6 

Bajrr 

lyao 

5*9 

14-08 


Ragi 

Maize 

3*75 

6*20 

2*7 

2-S 

5*52 

5*73 

^ *4 

2*3 

Gram 

Other gram? and pulses 

9 - 7 S 

27-3.3 

T “7 

1 2-73 

28 -.'>5 

5 ’* 

Toial food-grains .. 

177-00 

SO-D 

:87*;6 

75'3 

Area under ether food croos 





t including vegetables, fruits. 





condiment? and spices, mis- 
cellaneous food crops, etc. » ... 

S-03 

3*7 

6-74 

2-5 

Sugar 

2 -6 o 

1*3 

4 5 ^ 

i-S 

Total food crops ... 

187-63 

S 5-0 

198-46 

80-4 

Area under oil-s-reds — 





Linseed 

Sesamurr--.^tii 1 

2-27 

3*75 

I-Q 

1*7 

2*33 

2-22 

0-95 

i "5 

Rape and Mustard ... 

2-88 

1*3 

3*68 

Other oil-seeds 

3-07 

1*4 

S- 47 ^ 

3*4 

T otai oil-seeds . . . 

11-97 

5M 

16-70 

6-75 

Area under nr.res — 


j 



Cotton 

rc-30 

i 4*7 

140S 

5 *r 

Jute 

2-28 

; I'O 

4-30 

1*7 

Other fibres 

0-56 

0-2 

0-S3 

0-3 

Total fibres ... 

' 13-14 

i 

19*21 

i. 

Area under c-iher non-food 


1 


1 

crops — 





Indigo 

0*79 

0*4 

004 

0-02 

Opium 

0*61 

0-3 

O-OI 

0-003 

Coffee 

0-12 

0-05 

O-IO 

' 0-0.1 

Tea 

0-49 

0*3 

0-74 

0-30 

Tobacco 

0*95 

0*45 

i-rS 

0-48 

Fodder crops 

: 2-94 

-■4 

10-47 

4-2S 

Other non-food crops 

1-71 

o-S 

I -06 

0-44 

Total non-food crops ... 

! 32-72 

i 

15-0 

49-31 

20-013 

Total sown are,: 

244-57 

... 

-47*97 


(includes area sown more 

j 




than once'' 

: 220-35 

i 


34-61 

! 


Out cf this, groundruts a!one ateouat for more than 3 million acres. 
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1 4 . Estimated yield aai area of pmcipal cmps (laoiaiiliig cFops in 
certain Indian States).^ 

TABLE IP 



Area 

Average 

ICDC-OI 

to 1904-5 

Yield 

Average 

IQDO-OI 
£0 2904-5 

Area 

(millions of 
acres) 

1 940-1 

Yield 

(millions) 

1 940- 1 


47 -44 

^ iS* 6 ^ 

73-06 

22*19 


^ 5-52 

^ 7-68 

34-86 

10*00 

j :.7v-ar - , 

| i3 

i 

33*33 

7*00 

•• 'i 


(iZ) 

I4.-o8 

17*79 

is r vim . , 

JfSi 

(a) 

I 3 -SS 

3*30 


2-26 

2-05 

4*59 i 

5 -So 

Tfig ,,, 73. 

0*52 

■ 201*32 

0*83 1 

463*88 

Ccttcn \ bales Ib.'i 

16*50 

3 -iS 

23*28 

5*90 

Jute f .. ) 

4 * 3 j, 

7*04 

5*66 

• 13*^7 

Lir.sesd tans 

3*55 

0*42 

3*60 

0*43 

■Rape and Mustard 

5-60 

1*01 

6 *lS ; 

I *09 

Sesriraum 

4-90 

0-46 

4*09 1 

0*43 

Casttr seed ,, 

, 

i {^) 

1*02 ! 

0*10 

Grcuninur 

0*43 

0*06 ( 190 1 - 2 ;, 

s-7~ ! 

i 3*70 

Indigo c-t. 


0*11 (igoi- 2 i 

0*06 

J 0*01 1 

Ccfee- ... Ifc. 

{Of 

^ ^ 5*57 (iQ 0 i- 2 \ 

0 * 1 8 ( 1939 - 40 ) 

j 34*82 ( 1939 - 40 ) 

Rubber 

i 

■ (a) 

0*13 

1 35*53 


p. Scope for Intensiie and estensi¥e ciiItlYation.— From Table I it 
would appear that 30-2 per cent (including area under forest) of the 
total area is not available^ for cultivation, only 41-7 per cent of the 
iota! area is actually spun, and that putting together the current fallow 
and other uncailtivated land about 28 per cent of the total area is avail- 
able for extending cultivation in India. The area available in different 
provinces (British Indian) for extending cultivation may be seen from 
Table III on p. 143, which shows in millions of acres the area cultivated 
and uncultivated in 1939-40 in each province. 

There is apparently considerable scope for further cultivation, 
especially in Assam, Sind, the Punjab, and the Central Provinces. But 
on a close examination of the question, the conclusion is forced on us 
that the prospects of extensive cultivation are on the whole very limited 
in India. In the older provinces like Bengal, the United Provinces, 
3 ^Iacii'as and Bombay, cultivation has naturally folloived the line of least 
resistance, and the better kinds of land have already been brought under 
the plough, and for the greater part inferior soils alone remain to be 
broken up for cultivation. In most cases this 'can only he done provided 
adequate irrigational facilities are forthcoming. A similar situation is 
gradually developing in the newer pro\dnces like' the Punjab, the 
Central Provinces, Assam and Sind, where, though the superior lands 
have not yet been fully occupied, several difficulties have to be laced. 

- Esiimates Area and Yield of Principal Crops in India pp. 8 and 

27-30. ; ' ■ ' 

® Figures are tijroiiglioiit excliiske of, Burma. (a) Not available. 
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TA.ELE III 


Province 


'_u.::vated 


. nculrivarec 



Ajmer- 


Merwara 


0-25 

0-17 

0*65 

0-47 

O'CU 

... 

Assam 

35-48 

6-64 

1-41 

4-SS 

iS-69 



Bengal 

50-37 


4-74 ; 

9-47 

6*63 

4*62 

0*14 

Bihar 

44 33 


678 

6-iS 

6-So 

6-6o 

... 

Bcmbay 

4S 72 

2S-54 

.5-^3 

5-67 

G*95 

S-r-. 

0-2C 

Central 

Provinces 

and Berar 

03 oS 

24.-2 1 

4-C9 

4*SS 

14-04 

I5-S5 

5*15 

Ccorg 

1*01 

C-I5 

0-16 

0-56 

O-OI 

0*33 

... 

Delhi 

0-37 

0-20 

0-02 

o*os 

o-o6 

... 

... 

Madras 

79-84 

31-46 


H*5i 

10-90 

13-19 

... 

North-West 

Frontier 








Province ... 

S’SS 

2*00 

0-63 

2*67 

2-93 

0-35 

... 

Orissa 

no- 1 4 

(5*43 

i 68 

6-21 

3*i8 

2-64 

0*05 

Punjab 

60-18 

^5*74 

4*99 

12-98 

14-49 

2*98 

4*50 

Sind 

- 30-19 

4*95 

5 17 

1 1 *20 

S-IS 

0*72 

... 

U nited 

Provinces ... 

68*05 

36-50 

2*48 

9*90 

9-89 

00 

b\ 

... 

Total 

511-90 

209*95 

47*33 

89-31 

97*19 

5S*:c 

10*04 


The problem of extending cultivation in the Punjab and Sind is primarily 
one of irrigation, which no doubt is easier there than, for instance, in 
me Bombay Deccan and the Central Provinces, but which must ali the 
same reckon with very definite financial and physical limitations. 
Possibilities of hydro-electric development ai'e being explored on 
the basis of a fresh geological survey. In Assam, apart from its un- 
healthy climate, the principal obstacles are uncongenial conditions of 
labour and the consequent difficulty o£ recruiting the required labour 
supply. Thus no very striking extension of cultivation can be expected 
even in those provinces '^vhere there is a large area of cultivable ^vaste. 
This conclusion is borne out by the figures given at the end of this 
section (p. 144), which shov7 that in more recent years progress made by 
the net area sown with crops in British India has been very" slow' and 
gradual ; indeed there has been in some years a slight decline. 

A more hopeful solution of the Indian agricultural problem lies in 
the direction of intensive cultivation. As an illustration of the possi- 
bilities of intensive cultivation tve might cite the instance of Japan, 
w'here a population of 56,000,000 is supported on a cultivated area of 

^ Figures given in this column represent area definitely known to be culturable. 
The areas are included in the column ‘other uncultivated land excluding current 
fallows’. 
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17.00G.0G0 acre^. xvliich comes to about one-tbird of an acre per, head as 
a'^ainsi Iiidia'^ fne-sixths of an acred In India, we .have scarcely yet made 
a serioiH btainning in intensive cultivation on modem scientific lines in 
spite oi the fact that methods of extensive cultivation are highly inappio- 
priatt ou-ins to the large size of the agricultural population and the 
prevalence of small holdings. In his note, Technological PossibiUties, of 
J Dei'elopTuent in Indian Dr W. Burns has made an attempt to 
dnow the possibilities of development in this dii*ection. 


Year 

Net ai'ea sown 

(millions of acres) 

iS92-f, 

195*91 


190,1-2 

199-71 


1910-,! 1 

223*06 


1 Q,2 1 -2 

223*18 


1927-s 

223-86 

Inclusive of Burma 

1930-1 

229* 12 


1932-3 

228*08 


1933 '4 

232*25^ 


1 ^ 4-5 

226*98 


1935-6 

209*71 


1937-8 

213*49 

Exclusive of Burma 

1938-9 

209 • 40 


1940-41 

213-96 



§b. Belatiie importance of cifops. — Crop-production holds far and away 
the most important place among the agricultural products of India. 

. * The people are largely vegetarian, while seeds and fibres are the most 
important articles of export. The Indian cultivator is a grower of crops, 
Ms live Stock are mere aids in cultivation and in the feeding 'of his 
familv. The country does not export meat, wool or dairy products.’- 
The ai’eas under the different crops show the varied character of agricul- 
tural production in India— which enables the country to be largely self- 
^ sufficing ill respect' of its food supply and a large variety of raw materials— 
and the relative importance of the different crops. Food crops prepon- 
derate and account for 80*4 per cent of the total “sown area and the 
non-food crops account for the balance of 20 • “p^^ceht,” 'though the 

area under the 'non-food crops like cotton, jute, oil-seeds, etc., tended to 
increase faster than that under' food crops when the position of world 
prices justified this. Among the food crops, rice stands easily first ; then 
come ivheat, jowar, bajra and gram. Among the non-food crops, fibres 
(cotton, jute and others) are an important group and account for 7-7 
per cent of the total sown area. Cotton is by far the most important of 

* See M. Visvesvaraj.a, Rea^nstructing India, p. 174. 

* A. Howard, Cfop^Fr&imtim in India, p. 61. 
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hie fibres. Oil-seeds constitute another equally important group of non- 
ood cL'ops and account tor 6-75 per cent of the total so^vn ai'ea. 

7. A survey of the principal crops of India.- — Food crops.- — 
i) I? /c^.— Rice is the leading crop of India as it is the staple food of 
Host of the people of the country, and it occupies about 32 per cent o£ 
he whole cultivated sown area, the total area devoted to its cultivation 
)eing 68-85 million acres yielding about 22 million tons in 1940-1. Before 
he sepai'ation of Burma from India in 1937^ India's contribution to the 
vorld production of rke was about 40 per cent, and she was the largest 
exporter of rice in the world, though her average exports seldom exceeded 
r to 8 per cent of her total production. Since the separation of Burma, 
[ndia's exports ot rice have become negligible j^being onh 1 per cent 
>t Indian production in 1939-40} are sent chieliy to Ceylon, .Atabia 
ind certain African territories having a large Indian population. Despite 
[ai'ge production, considerable quantities are imported into the country, 
mostly from Burma. Thus while India exported 262,000 tons she im- 
ported 1,887,000 tons of rice in 1939-40. ^ ^ 

The contraction in the demand for Indian rice in foreign markets, 
during and since the world economic depression, has been very partially 
counteracted by the preference enjoyed by Indian rice in the United 
Kingdom, which took only 7,000 tons in 1939-40. Up to the end of 1941 
imports of rice into India from Siam (Thailand), French Indo-China and 
Japan showed a phenomenal increase. These imports (received mostly in 
Madras) consisted of broken rice, the by-product of the milling industiy^, 
which greatly, depressed local prices. A protective duty of 12 as, per 
maund on broken rice was imposed in April 1935 in the interests of the 
Indian rice-grower and has since been continued. It servmd as a check 
on imports of rice, chiefly from Thailand, which steadily declined from 
283,000 tons in 1934-5 to 18,000 tons in 1936-7. Imports of rice in husk 
amounted to 43,000 tons from Burma, 262,000 tons from Indo-China 
and 34,000 tons from Thailand in 1939-40. 

Rice is grown extensively in India, especially in the wet and moist 
regions. The following figures illustrate the extent of rice cultivation 

' For this survey we hav-e consulted — 

A^riciilnLye and Animal Husbandry in India (Annual). 

(iii Esiiitiates of Area and Yield of the Principal Crops in India (Annual). 

(iii) The Crop Atlas of India, 

(iv) Gotten, Handbook of Commercial Information (3rd edn., 1937). 

(v) Howarfi, Crop-Production in India. 

(vi) Agricultural Commission Report (1928). 

(vii) Revie-LV of the Trade of India (Annual). 

(viii) Indian Finance, Eastern Group Number (1940), pp. 184-97. 

- The food-crops provide the basis for a number of food-industries v pined bv 
flour mills, refineries, bakeries, confectioneries, manufacture of various cereal ‘break- 
fast foods', canning of vegetables and fruit, dehydration, manufacture of malt and 
malted preparations, extraction of vitamins and proteins, preparation of ghee from 
cotton-seed. Grain is used for the manufacture of powder alcohol and wines. 

I— 10 
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in diC ditierent provinces : Bengal 21-99 niillion acres , Bihar 9 ’ 95 > 
Orissa 5- 24. ; 5.1adras 9-65 ; the United Provinces 7 ' 5 ® > Central Pio- 
vinces 5-79; Assam 5-44; and Bombay 1-70. Rice is the staple fo<^ 
ot die eastern provinces. It is a winter crop, being mainly harvested in 
December and January. There are different varieties of paddy grown in 
different pai'ts of India depending upon local conditions and toowdedge. 
It is probable due to the magnitude and complexity of the subject that 
iiiiie.^progiess has so far been made with this crop by the Agricultural 
Departments.- In recent years, however, better results have attended 
the^ researdi work on rice under the auspices of the Imperial Council of , 
.Agriculiarai Reseai'ch, which has constituted a standing committee on 
rice on the lines recommended by- the Crop Planning Conference, 1934- 
(ii) Wheat. -\\"hea.t stands next to rice in acreage, covering as it does 
about 11 per cent of the total cultivated area. Wheat is a rabi crop in 
India and is sown from October to December and harvested from March 
to Itlav. It is the staple food of the people in the Punjab, the United 
Provinces and the North-West Frontier Province. Elsewhere it is grown 
mainly for export. The total area under wheat in India was 34-86 
million acres in 1940-1. The principal wheat-producing areas in India 
are the Punjab (9 - 33 million acres), the United Provinces (8 - 37), the Cen- 
tral Provinces and Berar (3-38), Central India States (2-24), Bombay 
(1-86}, Sind, (i- 18), and Bihar (1-09). The United Provinces and the 
Punjab account for nearly two-thirds of the total area and three-fourths of 
the total yield. ‘ India produces about one-tenth of the world’s wheat. The 
five principal countries exporting wheat in the period before the war of 
1914-18 were the United States, Russia, Canada, the Argentine Republic 
and India, in that order. As regards production, India occupies the third 
place ’ (Cotton). During that war there was a considerable extension in the 
area under wheat in India, from 28 • 47 to 34 " million acres, on account 

of the purchases made by the Government. The export trade in wheat 
has been growing since the opening of the Suez Canal in 1870. The 
exports of wheat, however, fluctuate considerably according to the nature 
of seasons in India and abroad. In years of famine the local price is 
generally so high that the volume of export falls to a very low figure. 
The average export for five years before the wax of i9i4"tS was 1,308,000 
tons valued at Rs. 13-96 crores, or 14 per cent of the total wheat pro- 
duction. Since then, especially in recent years, the exports of w'heat 
have fallen considerably. For some years India has been able to put 
only insignificant quantities of wheat on the world market In i935'6 
the exports amounted only to about 9,600 tons valued at Rs. 9-5 lakhs 
as compared with 20,200 tons in 1931-2 valued at Rs. 15 lakhs and the 
average of 237,000 tons valued at Rs 3-7 crores for the first post-war quin- 
quennium ( 1918-23). Owing to favourable price parity there were appre- 
ciable exports of wheat from India in 1936-7, when the quantity exported 


^ Jv Mackenna, Agriculture in India, p. 46. 
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amounted to 231,50c tons valued at Rs. lakhs. Tor a -iniiiar 

reason, exports shoived a further increase to 460,000 tons valued at 
Rs. 4,62 lakhs in 1937-8. The year 193S-9, ho^A'ever, sa'^^v a deterioration 
of the situation. The presence of the bumper a'op of 1938 irom Canada 
and America in the vrorld market resulted in a decline in exports ot 
^v'heat from India to 279,000 tons valued at Rb. 2,48 lakhs. In the vear 
1939-40 wheat exports from India shrank further and amounted to 
only 7,800 tons valued at Rs. 10 lakhs. The big di'op in exports tras 
due to the low prices prevailing in the tvorld market before the outbreak 
of the second world war and the enormous supplies offered by other 
exporting countries, such as Canada and Argentina. Exports from India 
were confined to nearer markets, Bunna alone taking 3,500 tons. The 
uneconomic expansion of cultivation since the war of 1914-iS under 
shelter of; subsidies and import barriers') in both the exporting and ini' 
porting countides is the a-ux of the international tvheat problem. 

In the face of keen competition and lower values, India has in recent 
years not only been forced to hold aloof from the international markets, 
but in the interest of her gi'owers to impose a duty on imports of cheap 
wheat and wheat flour from other countries. The duty, which stood 
at Rs. 2 per cwt. in hlarch 1931 (under the WTeat Import Duty 
Aci) was, in April 1935, reduced to Re. 1-8, and in April 1936 to Re. 1, 
as the margin benveen the prices of Indian ^^vheat and of Australian 
wheat imported into India had narroived dotvii. In 1936-7 the imports 
of wheat were insigniflcant, amounting only to 100 tons as against 18,300 
tons in 1933-4. The import duty, owing to improved prices, lapsed on 
31 March 1937. Owing, however, to the low price at xrhich imported 
wLeat began subsequently to be landed at the principal ports in India, 
the Indian Tariff (Amendment) Act (January 1939), tdth a view to 
safeguarding the position of the Indian wheat-grower, imposed, for a 
temporary period extending to 31 March 1940, a duty at the rate of 
Re. i-S per cwt. on wheat and wheat flour imported into India. The 
import duty was extended for a further period of one year to 31 March 
1941. Imports of wheat were in consequence reduced from 159,062 tons 
in 1938-9 to 85.506 tons in 1939-40. The balance of wheat available for 
internal consumption is in the neighbourhood of 10 million tons and 
the estimates of consumption have shown no significant changes in recent 
years. It is hardly necessary to point out that, owing to ^videspread 
failure of crops, India is at present (1946) faced with a most abnormal 
situation and is reduced to making desperate efforts to secure supplies 
of wheat and other foodstuffs from abroad in order to prevent wholesale 
starvation. 

Wheat cultivation has received a considerable stimulus from improved 
transport and irrigation, especially in the case of the new canal colonies 
in the Punjab. At one time Indian wheat had the reputation of being 
dirty, but this was not due so much to careless threshing or handling as 
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to deliberate adulteration to conform to the practice of tfte Engn^ 
oT?in trade. Since 1Q07, there has been a considerable improvement m 
this respcg. The inttoduction of the Pusa 12 vaiietv by the Agricultural 
Department has inmroved the quality of the grain, tvhich. however, must 
be further raised and kept up to enable Indian wheat -to obtain the 
same price, a= Canadian and American wheat in the world markets. 

■•■fi is chieflv grown in the United Provinces (3-73 

milli' u acres . Bihar ii-ao million acres) and the Punjab (0-73 million 
acres There is oniv a small export of barley because the internal de- 
inard is verv 2;reat. Exports were insignificant in 1939-40, amounting to 
onlv 500 tons valued at about Rs. 34 lakh. Barley is used as food both 
fnr man and cattle. 

(ivl Millets : Joa'sr and Sa/ra.-There are two varieties of Indian 
millet, iowar and bajra, and thev constitute an important grouti of food 
crops for the masses in Madras. Bombay (Deccan), and the adjoining 
districts of Hyderabad. They also supply valuable fodder for cattle. 
Thev do not need as thorough a cultivation as wheat and are rarely 
manured. There is a large area under them, 33 • 33 million acres under 
iowar and 14-08 million under bajra in 1940-1, in the whole of India. 
The principal jowar-groiving areas are Hyderabad (Deccan), 7 • 53 million 
acres : Bombay 7-94: Madras 5-05; the Central Promnces and Berar 
4.79 ; and the United Provinces 2 -31. So also bajra i? extensively grown : 
in Bombay 4-01 million acres; the Punjab 3-06; Madras 2-80; the 
United Provinces 2-39 ; Hyderabad (Deccan) 1-84 ; Bombay States 1-74 
million acres. Bajra is a kharif crop while jowar is a kharif as well as 
a rabi crop. There is no 'considerable export of either of the millets. 
In 1939-40, 7,000 tons of jowar and bajra valued at Rs. 7-45 lakhs w-ere 
exported from India as compared with 15,000 tons valued at Rs. 25-13 
lakhs in 1929-30. 

i vl Pm .Ises .-These are extensively grmvn throughout India and hgure 
prominentlv in the dietarv of the people. They are chiefly grown in the 
United Provinces, Punjab, Bombay, the Central Provinces, Bengal, etc. 
Gram is easily the leading pulse in India, and in 1940-1, no less than 
13-88 million acres were under it, the United Provinces (5-40 million) 
being the most important area in this respect. Exports of pulses are com- 
paratively limited on account of the large internal demand. In 1939-40. 
73.000 tons valued at Rs. 95 lakhs were exported. 

fvi. Other food crops.— These include fruit and vegetables, condi- 
ments and spices and miscellaneous food crops, accounting for a total 
area of 6-74 million acres in British India in 1940-1. Fruits and vege- 
tables. including root crops, accounted for 3-91 million acres. India 
grows a varietv of fruits such as mangoes, apples, oranges, plums, 
peaches, apricots and pears. The dearness of fruit owing to shortage of 
supply and the general poverty of the masses has prevented any consider- 
able development of the fruit industry. There is a large variety of 
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vts’eiabies gross'-: in India, -potatoes, onions, brinjaP, cabba^ex cauli- 
no-^N'ers. uirnipN. tomatoes, etc. A considerable extension ot area under 
finit and v.raetables is possible Tvitli suitable irrigation lacilities, 
espedaliy in areas adjoining the larger cities. On the -irhole the Agricuh 
:ura: Departments have not yet been able to fulfil tire expectations or 
a nev; era of abundant supply of fruit and vegetables. \Try notable 
success has, ho-f.vever, been achieved in the Peshawar valley, and notv that 
four other provinces have horticulturists on their a,gricultiiral staffs 
v;e may expect more systematic attention to be given to fruit grooving. 
The larger urban centres constitute the principal market tor the com- 
mercial fruit gro-^ver, but the difficulties of transport at present make it 
impossible for him to profit bv their demand. Development of transport 
lacilitie^u careful picking and packing, provision of cold-storage 
facilities are obvious reioims that are indicated.^ Condiments and spice> 
accounted for 1-50 million acres in 193S-9 in British India. Spices 
are rhiefiv groivn in the exnreme south of India, though certain vanetie'- 
are cultivated everywhere. Peppers (in hlalabar, Travancore, South 
Kanara. Coorg and to some extent in Bengal, etc.) : chillies (chiefly in 
Madras, eastern and northern Bengal, some districts in Bombay) : ginger 
Malabar coast, the Surat and Thana districts of Bombay and a few 
district-^ of Bengal and the United Provinces) : cardamoms ihn the humid 
forest^ of western and southern India, Madras, Travancore, hfysore, 
Coorg And Bembav— chiefiv the Kanara district: betel-nut .southern 
India;; cinnamon Western Ghats in southern India',: and clo\’es fmainly 
on the foot-hills of the 'Western Ghats in the Madras province) are the 
chief spice^ of India. There is some export trade in them, which 
amounted to 518,000 cwi. valued at Rs. 1.08 lakhs in 1939-40. 

vii* India was probably the original home of sugai'-cane 

and the area under cane is larger than in any other country' in the world. 
Bur the average vield per acre is so low and the demand from a popula- 
tion that is largelv vegetarian is so great that the country until recently 
Tended 10 deoend more and more upon imports of cheap foreign sugar. 
For instance, tve imported 1.012,000 tons of sugar of all sorts valued at 
Rs. 13*77 crores in 1929-30. It was stated by the Indian Sugar Committee 
. iu20^ that India's outturn of actual sugar per acre was less than one-third 
that of Cuba, one-sixth that of Java and one-seventh that of Hawaii. 
The imports of Austrian and German beet-sugar were gradually replaced— 
thanks to the countervailing import duties on bounty-fed German sugar 
imposed in 1903— by growing imports of cane-sugar from Java and Mauri- 
tius. Thi'i foreign competition hit Indian sugar-cane hard, and in the 
vears preceding the war of 1914-18 there was some decline in the area 
under cultivation. The around lost was regained to some extent by 
1018-19 rmder the stimulus of the war-time rise in values. The area under 

^ Revie"^’ of Agricultural OperariGns in India (1927-8), p. ibid. (1928-9), pp. 
C5-7 and Agriculrural Commission Reborf, pars. 515-19. 
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cane remained very steady over a series of years, tlie* avei*age during tiie 
20 years ending with 1950*1 being 2,840,000 acres. Tiie total area under 
sugar-cane 2-78 niillion acres in 1950-1. Owing to- the phenomenal 
expansiop^ of the sugar indiism* under the stimulus of protection, the 
area under sugar-cane in i956-‘7 increased to 4*44 million acres. It de- 
clined to 5*11 million acres in 1938-9, but rose lo' 4*59 million acres in 
i§40-i» The chief cane-growing provinces are : the United Provinces 
1-88 iiiiilion acres, Bihar 0-44, Punjab 0*42, Bengal 0-32, Madras 
0-14 : Bombay o-oS ; Assam 0*04 and Orissa 0-03 million acres in 193B-9. 
Tims northern India has a predominant interest in the crop. Though 
the area in soiithem India is small, the cane ^grown there is much thicker 
and finer than in northern India. Although sugar-cane accounts for only 
1.8 per cent of the area under cultivation in British India, its importance 
to Indian economy is iminense as indicated by the rapid growth of the 
sugar industry. 

In India, the manufacture of white sugar was not common before 
tile recent astounding growth of the sugar industry. The juice is boiled 
dom'Ti idthoiii: removing the molasses and the product called gur or gul 
(Jaggery) is consumed as such. Sugar-cane is mm crushed by iron crushers 
which ha\'e largely replaced the old wooden ones. White sugar is manu- 
factured at a number of factories, especially in the United Provinces and 
Bihar. Other provinces, such as the Punjab, Bombay and Madras, have * 
in recent years established factories for the manufacture of refined sugar. 
Some Indian States (e.g. Mysore and Hyderabad) have also started sugar 
factories.^ Prior to 1932^ there were only 32 ^ne factories in operation. 
Thanks to the giant'Vf protection in 1 951- 2 (see below), the number of 
sugar factories in operation rose to 145 in 1939-40. The production of 
sugar from cane and gur increased from ggoSB tons in 1928-9 to 151,650 
tons in 1930-1, 370,283 tons in 1932-3, 617,2 18 tohs in 1934-5 and to the 
peak of 1,130,900 tons in 1936-7. This was exclusive of the outturn of 
khandsari^ factories, which amounted to 100,000 tons in 1936-7. Thus 
India's total production in 1 936-7 amounted to over 1,230,900 tons, i.e. 
slightly niore^than her estimated consumption of about '"1,150,000 tons. 

After two lean years, India again produced ”over'~"i3i^^ lakh tonsmn 

^ud in 1943-4, ^dth a small decline In i 944 ’ 5 * Folloiiving a rapid 
increase in interna! production, imports of' sugar into British India fell 
sharpiv from about 1 million tons in 1930-1 to 23,000 tons in 1936-7.3 
India lias thus beconie fully self-sufficient in respect of her sugar needs. 
Besides tarii protection, low prices of land, material and machinery 

.. ^ Fcr further particulars regarding recent changes in the territorial distribution 

of the Indian sugar industry, see Report of the Tariff Board on the Sugar Industrv 

pp. 21-Q. 

The khandsan factories follow , the indigenous process, called the . hel process, ' 

of manufacturing white sugar. 

’ in I 93 « 3-40 exceeded 255,000 tons in view of the previous vear’s lean 

crop and deficit production in India. 
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o’v/ing to the world economic depx-ession have contributed to the pheno- 
menal growth of me Indian sugar industiw, India is today the largest 
sugar-producing counti'y in the world, and her sugar industr}' is now the 
second largest industry, next in importance only to the cotton textile 
industry, and gives employment 10 over 120,000 workers.^ 

The Indian refined sugar indusm* was not, hotcever, prosperous 
until the grant of protection. This w'as due to several handicaps such 
as the competition of foreign sugar, low yield per acre of sugar-cane, 
absence of up-to-date methods of extracting juice, poor yield of molasses, 
diiFiCulty in getting a sufficiently large supply of cane from near the 
factory and the heaw capital charges of the undertakings. The fall in 
sugar prices between 1918 and 1939, in spite of the tariff increases applied 
from time to time in India, also increased the difficulties of the industry. 
This fall was brought about mainly by overproduction of sugar, as com- 
pared with effective demand, caused by tvar conditions (1914-18) which 
stimulated intensive cane production in Cuba and elsewhere in the West 
Indies, and was aggravated by the tariff aixangements in various countries, 
by which the sugar producer in India was adversely affected. The 
European beet-sugar industry had also been \’igorously revived since that 
war under the stimulus of heavy subsidies and high tariff barriers and 
had been dumping its output in the world market. 

Since 1901-2, sugar-cane has been subjected to a systematic study with 
a view’ to improving its quality and supply. A cane-breeding station was 
started at Coimbatore in Madras. A Sugar Committee appointed by the 
Government of India in 1919 investigated the possibility of organizing 
and developing the sugar industiw in India. In 1930 the question of 
;gmnting protection to the sugar industry w’as referred to the Tariff Board 
by the Government of India on the representations made by the newdy 
established Imperial Council of Agricultural Research.^ The Tariff 
Board, in their report published in March 1931, recommended the grant 
of protection to the industry, being satisfied that the conditions laid 
down in this behalf by the Indian Fiscal Commission w’ere fulfilled in 
tlie case of the sugar industry. They expressed the view that in the 
national interest the area under sugar-cane should not be allowed to 
diminish and that a fresh outlet should be provided for cane by encourag- 
ing the expansion of the w’hite sugar industry. Unless steps were taken 
to develop this industr\% they apprehended a disastrous slump in the gtir 
market w’hich 'would seriously affect the agricultural classes.^ The Board, 
while disapproving of the grant of bounties on administrative grounds, 
proposed a protective duty of Rs. 7-4 per cwt. for the first seven years 
and a duty of Rs. 6-4 per cwt. for the next eight years, thus ensuring 
protection to the industry for a period of fifteen years. The immediate 
increase of the duty of Re, 1-4 per cwt. w’as made in the Budget for 

^ The Indian Year Book f 1940-1), p. 776. “ See ch. xi. 

® Report of the Tariff Board on the Sugar Industry (1931), ch. iv. especially 
pars. 43, 45-6. 
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1931-2 as a provisional measure for securing additional revenue, pending 
consideration of the Tariff Board’s recommendations. They were con- 
sidered m April idien the Central Legislature passeci the Sugai- 
Indusn-y Protection .Act (1932;. The protective duty (Rs. 7-4 per cwt.) 
was in the first instance to have effect up to 31 March 1938, but could be 
eniranccd. if necessary, during the am-ency of tlie Act. This acted as a 
nig stiniulus to the industry which has since expanded rapidly. In the 
o'ords of die Tariff Boai'd (193S), it is no overstatement to say that the 
sugar :r.di;-try in India has been revolutionized. From a country mainly 
dependent on imports of sugar, India has become the largest sugai-- 
pri (cncing country in the world with an output equal to, if not in excess 
of. its requirements (Report, par. 131. Ten years ago lie first place in 
production belonged to Cuba which produced i6i per cent more than 
India, but today the position is re%'ersed. 

It was unfortunate, however, that an excise duty had to be levied on 
factorvmade sugar- in India^ in April 1934 in order to meet the gap in 
the central revenues caused, among other factors, by reduced imports 
of sugar ; and also to check too rapid a growth of the industry under the 
artificial stimulus of the revenue surchai-ge of 25 per cent on die protec- 
tive duty imposed in September 1931. At the same dme, the Sugar-Cane 
Act, which was passed by the Central Legislature, enabled Provincial 
Governments to apply schemes for enforcing a minimum price for cane 
to be paid by the factory- to the grower. The Governments of the United 
Provinces and Bihar have availed themselves of the power so conferred 
upon them and passed the necessary legislation for regulating the mini- 
mum price of cqne in the interest of the grower. The Government of 
India also promised to set aside an amount equivalent to 1 anna per civt 
represendng about Rs. 7 lakhs, as a fund to be distributed among the 
provinces where white sugar is produced for the purpose of assistin^r the 
organization and operation of co-operative societies among the cane- 
growers so as to help them in securing fair prices, or for other similar 


' iMluding the revenue surcharge of .25 per cent (Re. 1-13 per ctvt.5, imposed 
. . .-ep, ember 1531, the total import duty amounted to Rs. 9-10 per cwt till -ji 

- ^ .ac..ry m British India, an excise duty of (i) 10 as. per cwt. and (ii) Re i-r 
i e. in,t. respectively. The protective duty was enhanced to Rs. 7-12 but the sur- 
ci^arge was reduced to Re. 1-5, i.e. equivalent to the new excise duty From 
buar> 1537, the protective duty was decreased to Rs. 7-4 per cwt aS a sur- 

eSdrofT"' ^ the Lrei^ 

excise du^ of Rs. 2 per cwt. on internal production from the same date The Indian 

part of additional war taxation. At the same time the import duty was raised by 
the same amount. For a critical review of the effect of the sugar excise duty on the 
Indian sugar industry, see B. P. Adarkar’s The Man Fiscal Lrpp rt! £ 

dtit'^Ld the regardinVthe origin 

ty and the criticisms to which it has-been subjected. ■ 
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An inqiiii} ^vas conducted by the Tari 3 : Board in 1937 to determine 
the extent o£ the protection to be conterred on the sugar industrv 
for the remainder ci the period ot protection, i.e. up to 31 r. larch lO-e?. 
Its Report, which was submitted to the Government of India in DecenTer 
^ 937 ^ '^^'2.5 released as late as March 1939. together with the decision 01 
the Government. The Board expressed the view that the policy o£ dis> 
cTiminating protection in the case ot the sugar industry had been 
successful beyond expectation, and recommended the continuation 01 
protection for the remaining period years, ot protection, the rate of 
the protective duty being Rs. 7-4 per cwt. (exclusive oi the excise duty 
In view of the changed circumstances both in the v;orId sugar marker 
and in the United Pi'ovinces and Bihar following ilie control and regula- 
tion ot the sugar industry by the Governments ot these provinces, the 
Government of India decided to fix the amount of protection at a 
slightly reduced rate for a period of two years (since extended for a 
further period of nvo years owing to the conditions created by the 1939- 
45 tvarj from April 1939, and before the term ended a new inquiry was 
to be completed. Accordingly the Sugar Indusoy (Protection) Act, 1939 
(April), reduced the protective import duty on sugar from Rs. 7-4 per 
cwt. to Rs. 6-12 per cwu. {exclusive of the revenue duty of Rs. 2, equiva- 
lent to the excise duty). In 1941, an Act was passed by which existing 
duties were continued up to March 1942. Subsequently die period was 
extended up to 31 March 1946.- 

In order to prevent uimestrained internal competition and 10 check 
a precipitate fall in prices, a Sugar Syndicate was brought into existence 
comprising over 90 mills in the year 1937. Governments oi the 

United Provinces and Bihar have passed Sugar Factory Control Acts 
under which every mill has to obtain a licence from the Government. 
All mills in these provinces have to join the Indian Sugar Syndicate and 
to sell their sugar through it. A Sugar Commission was also set up in 
1940 with die object of exercising the necessary Government control 
over the industry through the Sugar Syndicate. 

' See Reporz of ziie larin Board ^Sugar Industry i, pars. 13 and 107. 

“ For the present pcsitzon and problems of the sugar industry, especially in the 
Unittrd Provinces and Bihar, the foliowing pi^blicaiions may be consulted : Capital 
i^Indian Industries, Trade and Transport Suppleir.en:, Becexnber 1941s pp. 29-31; 
Indian Finance ( Eastern Group Number, December :c40t, pp. 157-S ; ItevU'Uj of 
the Trade of India 1^1930-401, pp. 63-S ; and B. P. Adarkar, The Indian Fiscal Policy^ 
pp. 257-S. It may be Mdded here that the sugar industry did not benedt appreciably 
by the 1939-45 v,-ar ^nd has in recent years sudTered from overproduction, and to 
some extent from the well-meant interference of the Provincial Governments in 
the United Province-^ and Bihar, especially’ in the matter of regulating minimum 
cane prices. Absence of Government control in ether provinces and the defective 
working of the Indian Sugar Syndicate are other factors in the situation. The 
policy of restricted production adopted by the two Provincial Governments on r^'e 
recommendation of the Sugar SyTidicate and in consultaticr. with the Sugar Comrni'^- 
sion appointed in 1940 is calculated tc ;=-n^:ure the stability cf the industry. 
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The Tariff Board considered it vital to tiie success of tiieir 

scheme of proiection that the agricultural and scientific aspects of' the 
industry be kept in prominence. They therefore recomiiiended an 
aimuai grant of Rs. io lakhs to the Imperial Council of Agricultural 
Research for research in coiinexioo with sugar-caned The second (1938) 
Tariff Board expressed the view that tvhile a certain amount of progress 
in research work on the a,gricultiiral side had been achieved, it was 
inadequate, and recommended an allotment of 3 annas per cwt. from 
the excise duty for cenirai research and assistance to provincial agri- 
cultural departments. It is necessary to bear in mind that raw gur is 
produced ij, 100,000 tons) and consumed in India on a large scale 
(4454,000 tons in hence attention must be given to the 

indigenous industry of gitr-making as well as to the production of cheap 
idiite sugar. The A^gricultiiral Departments and especially the Imperial 
Cane-breedirig Station at Coimbatore are concentrating their efforts on 
the iiia'ease of outturn by introducing improved varieties of cane. The 
Imperial Institute of Sugar Technolog}^ established at Ca^vnpore in 
1936 has undertaken useful research. The area under improved varieties 
of cane in all the provinces has increased from 20 per cent of the 
total acreage in 1930-1 to 82 per cent in 1938-9. The average yield 
per acre has not, however, showm an equally encouraging increase, havins[ 
risen from 12*3 tons per acre in 1930-1 to 15*6 tons in 1936-7.^ 

It is hardly necessarv^ to add that there is only a negligible export of 
raw sugar, for the Indian population in Ceylon, the Straits Settlements 
and Fiji. Under the International Sugar Convention of 1937, the export 
of refined sugar by sea w^as banned (by the Government of India) to 
any country except Burnfa for a period of five years. This decision 
caused much dissatisfaction in the country in view of the rapid expansion 
of its sugar industry which for its further growth now needs export 
markets. The ban on export was temporarily lifted in 1940 to enable 
India to export 2 lakh tons of sugar to the United Kingdom in the 
conditions created by the war. The Sugar Sradicate could not, however, 
avail itself of this permission owing to the low price offered by the 
British Government. 

In 1942, a considerable export of Indian sugar through the Govern- 

^ See Ref Oft of the Tariff Board (Sugar Industry), 1931, par. 105. In his 
indtan Tarsf Policy with special reference to Sugar Protection (1936), pp. 

Mr B. N. Adarkar mTites : *The (sugar) industry has now reached a* stage 
HI which a more libera! expenditure on researeh by Government and industriaHsts 
on its agriculiura! and manufacturing side is' likely to be of much greater benefit than, 
the contmuance of protection at its present level.’ It may be added that utiliza- 
titm cf by-products such as molasses and begasse is essential for reducing the cost 
of sugar and raising the efficiency of the industry.. The possibilities of manufac- 
turing power alcohol from the former and paper from the' latter need to be systemati-: 
cally explored. ^(Begasse is the residue fibrous matter re.maining after the cane 
crushed. I: is at present used .as fuel for generating .steam in factories.) ; 

B, P. Adarkar, cp. cit., pp. 216-17. 
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ment of India to meet the demand in the hliddle and Near East 
at prices above the minimum price hxed by the Syndicate teas in e^h 
dence, dislocation of the export o£ sugar from Java being a nev' tactai 
in the present situation. As a result of the termination oi the Inter- 
national Sugar Agreement vthich expired in August 1942, India A nme 
at liberty to export sugar by sea. This liberty, ho’ivever, is 01 ne 
practical value not'-' 1 194^\ as Indian production is not even enough for 
home consumption. 

II. Noii=food crops — 1, Coffee —The origin o£ the coffee industry in 
India is obscure. It is commonly believed that it t\'a5 introduced into 
India in the sixteenth century bv Baba Budap. returning from his pil- 
grimage to Mecca. It is. however, onlv from 1830 that the systematic 
cultivation of coffee dates. A large area was put under coffee in hlysore, 
Coorg and the Nilgiris. The industiy* reached its zenith in 1S62. After 
this date decline set in owing to the appearance of a destructive beetle. 
Latterly also the import of cheaper Brazilian coffee in the European 
markets has adversely affected Indian cultivation, which has gone down. 
In some of the coffee-growung areas, coffee has been replaced by tea. 
In 1940-1 the area under coffee in the whole of India w'as 181,200 acres, 
the principal regions being the Mysore State 96,200, Madras 44,600, 
Coorg 37,500, Cochin i.Soo, and Travancore 1,000. In 1939-40, iSS.ooo 
ctvt. w'as exported from British India, valued at Rs. 73 lakhs as compared 
with 293,000 ctvt. valued at Rs. 192 lakhs in 1930-1. The principal 
markets for Indian coffee as usual w'ere the United Kingdom and France. 
In order to help the Indian coffee industiy in its present difficulties the 
Assembly passed the Indian Coffee Cess Act in September 1935. The 
fund raised by the cess— one rupee per cwt.— is administered by the 
Indian Coffee Cess Committee and is applied not only to propaganda 
but also to the improvement of marketing, to agricultural and techno- 
logical research and to promoting the industry in every possible way. 
Owing to the tvar exports declined to 48,700 cwt. in 1941, production 
being 280,700 c%vt. 

(ii) Tea.— Perhaps with the single exception of China, India is the 
largest tea producer in the w’orld. During the latter half of the eighteenth 
century, Chinese tea formed an important and lucrative branch of the 
export trade of the East India Company. Totvards the end of the century 
a suggestion tvas made to develop an alternative source of supply in India. 
It was, how^ever, onlv in 2S34 that the matter wms taken up seriously at 
the instance of Lord '^Villiam Bentinck, Government plantations growing 
Chinese seed ivere established in Assam, the existence of the indigenous 
plant in Assam being yet unknown. In 1S52 it w'as finally established 
that Indian tea could compete wdth Chinese tea in the London market. 
With the rapid progress of the industry. Government connexion with 
it ceased in 1865 and it has since been mainly financed and managed by 
European business firms. The tea industry' enjoyed a long spell of pros- 
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perit}' with growin:,^ interiial coiisumption and foreign exports. In 
1940*1, the area uRder tea was 835,200 acres, of rrhich Assam contributed 
458.500, Bengal 200,800, }dadras Travancore 'j'jyOOO, the Punjab 

jkangra, 9,500, and the United Provinces 6,600 and the total yield was- 
465-88 niillion !b. In 1940 the production ivas 464 million lb. In 1941 
tile area was S 54.000 acres and production increased to 501 million 
I!). “ Evert rardtri of any importance has its owm factories, where tea is 
nrevi-td for die marAet, as it is essential that the various processes 
shordd be carried through immediately after the leaf has been plucked. 
The better orcanired factories are elaborately equipped ivith highly 
snecialized plant and are under the siipendsion of expert tea makers.^ 
There is a large export trade in tea, especially with the United Kingdom, 
•which took 80 per cent of the total Indian exports in 1939-40 representing 
79 per cent of the total production (452 million Ib.) leaving the balance 
for domestic consiimption. In 1929-30, 376*63 million lb. valued at 
R,5. 26 crores was exported. Subsequently exports declined owing to 
diminished purchasing potver of consumers and restrictions on foreign 
trade. On the w^hole, however, the tea industry teas not depressed to the 
same extent as most other industries, thanks to the adoption of the inter- 
national scheme for the regulation of exports of tea adopted in hlay 1933 
with fixed export quotas assigned to the tea-exporting countries. The 
export control scheme was extended for a further period of five ye?a'S 
from .%pri! 1938 and subsequently for ^a period of two years after the 
cessation of hostilities.^ Exports abroad in 1939-40 amounted to 357 
miiiioo lb. as against nearly 348 million lb. in the preceding year, the 
corresponding increase in value being from Rs. 23*29 to Rs. 26*08 crores. 
The war demand accounted for the increased export of tea and thc Tise 
in its price. Exports of tea in 1940-1 increased to Rs. 27*73 in 

value. In^494i-2, they further ina'eased to Rs. 39*57 a'ores, the amount 
exported being 382 million lb. The tea industry benefited considerably 
bv the second world war. Tea is thus an important staple export. Its 
consumption in India is also rapidly growing, thanks to the activities of 
the Indian Tea Association, to which the proceeds of a small cess, levied 
since 1903 on Indian tea exported from India at the request of the in- 
diistiv% are handed over. The rate of the cess teas increased from 8 as. 
per 100 lb. to 12 as. per '100 Ib. in April 1935. The Association utilizes, 
part of the money to promote the sale of Indian tea in foreign markets, 
e.g. in the U.S..A. 

(liT) Oif-seeds,— India stows a variety of oil-seeds, such as linseed, 
se^amiiin, rape and mustard, groundnut, ..coconut, castor,' cotton seed. 

niger, coriander, cummin, ammn and kardL They accounted 
for a total area of 16*70 million acres in British India in 1940-1. A 
fairly large quantity is exported annually. Oil-seeds occupied the fourth 

’ Indimn legislature passed the Indian Tea Cooirol Act to regulate the 

pfnductio-n and markeiing of tea in 1038. ' - 
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place among Indian exports ol all kinds during 19^0-1. As compared 
Tv’ith the average during the period from 1909-10 to 191^-14 11,453.000 
tons valued at Rs. 24-37 cro^res; ihe exports of the various kinds ot oil- 
seeds have sho’^ved a marked decline. For example, the total exports or 
oil-seeds of ail kinds amounted to 673,000 tons (valued at Rs. 10-29 
crores) in 1935-6. Besides the trade depression, the regulation or restric- 
tion of imports into European countries, especially Germany, France and 
Italy (before the 1939-45 war), meant a curtailed demand for Indian oii- 
:beeds. There was some improvement in 1933-4 and again in 1936-7, due 
partially to the increased exports of Indian linseed which enjoyed a 
pai'ticularly favourable position owing to the shortage of the Argentine 
crop and the 10 per cent (Ottawa) preference obtaining in the United 
Kingdom market. The year 1937-S, however, registered a decline of iS 
per cent in quantity and 24 per cent in value, owing to the fail in the 
price of groundnut and diminished exports of linseed and groundnut. 
The situation improved in 1938-9 ; both these seeds, which formed the 
bulk of these exports, recorded substantial increases follo^ving a good 
crop of groundnuts in India and a short crop of linseed in Argentina. 
The total exports of oil-seeds declined in 1939-40 by 29 per cent in 
quantity and 21 per cent in value and amounted to 849,000 tons valued 
at Rs. 11,84 la-khs. Supplies were generally normal but the dislocation 
in the amshing industry of Europe brought about by the war adversely 
affected the exports. Exports were further adversely affected in 1940-1 
owing to the closing of the Continental market to Indian oil-seeds. The 
proportion to total production of oil-seeds exported varies considerably 
with the different seeds. Linseed is grown largely for export. Exports re- 
presented 46-9 per cent of total production in 1939-40. Since 1939-40 
there has been considerable reduction in acreage, partly as a result of pro- 
paganda for the reduction in acreage on account of the lack of shipping 
space for exports and also as a result of the Gro*w hlore Food campaign. 
There is also a considerable export of groundnuts (France before the 
recent wai' was the best customer), the percentage of exports to total 
production being 18-3 per cent in 1939-40. Exports of rapeseed and 
mustard and sesamum are negligible, being only 2-2 per cent and 0*8 
per cent of total production respectively in 1939-40. 

It is felt that India does not yet make the best use of her oii-seed 
resources, though attempts have been made to develop a local oil-crushing 
industry.^ In the West, vegetable oil is today put to many uses ; for 
example, in America cotton seed is crushed, the oil used for edible pur- 
poses, and the cake as manure or cattle food, whereas in India a large 
proportion of cotton seed is exported. The export trade in oil-seed*^. 
which is mainly with Continental countries, ^vas considerably affected 
even bv the war of 1914-18. Apart from the collapse of the European 
demand. that tvar brought about a change in the conditions of the trade. 


- See vol. II, ch, ii. 
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By srimulatiEg the developmeot of refining processes it increased con- 
sideraMy the interchangeability of oils ; for example, paim and rapeseed 
oils were thus added to the categoiy^ of edible oils. It also developed 
many other sources of oil-seeds. This, to some extent, adversely’' affected 
India's favourable position before 1914-15. Indian linseed has now tO' 
meet the competition of Argentinian linseed, the area under which has 
been steadily increasing. As pointed out above, however, since 193^ 
Indian Ikiseed has enjoyed a 10 per cent preference in the United King- 
dom market. In sesamum the Chinese competition, and in groundnut 
the West African, have now to be reckoned wdth by Indian exporters. 
Other vegetable products grown in China, America and West Africa* are 
also being exploited to produce oils. Lastly, rape and mustard have 
been displaced 10 some extent by groundnut.^ 

The recent war, by closing down the Continental market to Indian 
oil seeds, has greatly increased the urgenq^ for developing the Indian oil- 
CTushing industry. The rise in price of imported mineral oils and 
short supply of kerosene and lubricating oils together with efforts made 
towards finding industrial uses (like chemical ghee) for groundnut oil 
led to a bigger demand for vegetable oil in India. For instance, ground- 
nut alone registered an increase of a million acres during 1942-4. Research 
work in this line has been undertaken by the Board of Industrial and 
Scientilic Research, established in 1940 (see vol. II, ch. i, §13). 

We win now give a few details about the principal oil-seeds grown in 
India: 

(4 Linseed is cultivated lor its seed and not for its fibre. The bulk 
■of the seed and the resultant oil and cake are exported. The total area 
(including Indian States) under- linseed was 3-6 million acres in 1940-1 
(the Central Provinces 1*26, Bihat 0-58, the United Provinces o-gi,^ 
Hyderabad (Deccan) 0*41, Bombay 0*12, Bengal o-rfi). In 1939-40, 

219.000 tons valued at Rs. 3-18 crores -were exported as compared with 

318.000 tons valued at Rs. 4-40 crores in 1938-9. 

(b) Sesamum (lil or jinjily) is grown in nearly all provinces, 
especially Madras 0-73 million acres, the Central Provinces 0-47, Bombay 
€>•17, Bombay States 0-32, Hyderabad (Deccan) 0-42, the United Pro- 
vinces , 1 • 1 8,® the Punjab o-io, Bengal o-i8, Bihar o- 11, Orissa 
o-io. The acreage was 4-09 millions in 1940-1. About 50 per cent 
of the world's supply is provided by the British Empire, and India con- 
tributes half of this. Exports have' experienced a serious fall in recent 
years, and amounted to only 4,000 tons valued at Rs. 7 lakhs in 1939-40, 
as compared to 8 ,oto tons valued at Rs. 15 lakhs in 1938-9. 

(c) Rape and mustard tc^ether accounted for 6- 18 million acres, in 

‘ See Emjclopmdm Briimnica, tfeirteeath edition, article cm Oils and Fats; and 

op. dt., pp. 232-4. ■ - 

* lacliiies 0.6,3 miffion acares of mixed crop. ' 

* Ic-cittdes millioa acres of mixed, 
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(including 2*50 million acres o£ mixed a'op in the ’Cnited 
Provinces), the principal area being the United Provinces 2*80 'includ- 
ing mixed a'op). Other sources are : Bihar 0-50, Bengal 0-77, Punjab 
:*:i, Assam 0*4:. In the period from 1909-10 to 1915-14, about 
20 per cent of the total production ivas exported. Now the proportion 
has fallen to less than 5 per cent, being 4 per cent in 1956-7 and 2*2 per 
cent in 1939-40. In the latter year exports totalled oniy 22,000 tons valued 
at Rs. 33 lakhs. 

^ d) Groundnut, one of the most important of our oil-seeds, has shown 
striking expansion in recent years. The total area of 8 • 77 million acres 
in 1940-1, as compared with 1-40 million acres in 1918-19, was mainly 
dismbuted as follows: Madras 3*62 millions, Bombay 1-42, Bombay 
States 1*01, Hyderabad 1-67 and the Central Provinces and Berar 0-24 
million aaes. The crop is assuming an economic importance of tlie first 
magnitude in some of the provinces and is competing even wdth cotton. 
There was a considerable decline in exports and area about the end of 
the last century on account of marked deterioration of the indigenous 
varieties. The successful introduction of disease-resisting exotic varieties 
from Senegal and Mozambique, however, led to recovery and steady 
pansion after 1901. There was, however, a set-back owing to the trade 
depression of 1929-33. In 1936-7 there was some recovery^ This was 
'followed by a set-back in 1937-8. The recovery in 1938-9 was not 
maintained in 1939-40, as is shown by the fact that exports in that year 
totalled 549,000 tons valued at Rs. 7.19 crores as compared to 835,000 
tons valued at Rs. 9-93 crores in 1938-9. The dislocation created by 
the ■war was responsible for this decline. About three-fourths of the 
crop is retained for home consumption, the remainder being exported. 
The Department of Agriculture has succeeded in increasing the yield 
of groundnut even on light soils, on which it has been found to grow’ 
well. 

(iv) Fibres.— These constitute an important group of crops, account- 
ing for 7-7 per cent of the area cultivated in British India in 1940-1 as 
compared with 5-9 per cent in 1901-2. 

(a) Cotton is the premier fibre crop of India. In 1925-6 the area 
under cultivation -was 18 -18 million acres, and in 1940-1, 14*08 million 
aa'€S in British India alone, and 28*40 and 23*28 millions respectively if 
the area in the principal Indian States is included. The yield of the crop 
in the same years w’as 6*21 and 5*90 million bales of 400 lb, each respec- 
tively. Recently there has been much reduction in the acreage under 
cotton due to the Grow More Food campaign and also compulsorily 
under Government legislation, as for example in Bombay province. 
There is a large export trade in raw cotton, about 60 per cent of the crop 
being sent out. Indeed, cotton until recently w^as the first article of the 
export trade of India, and there ivas a striking increase in the value of the 
exports during the years preceding the trade depression (1929-33). 
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rost :: 44 C'.c j j ton^ valued at Rs. 24-97 crores in 1915-16 to 

j at R^. 95 crates, a record figure, in 1925-6. In sub- 

' ra:-, :a various factors, such as the trade depression, the 

cri-X ir, increased consumption by Indian cotton mills, 

ni:':'”. Ina:..!: cotton as compared tdtii American cotton for 

^ :;n- ; end cttton crops in the U.S.A. in certain years, exports 
..r::on u-jcdned both in quantity and value. The year 1932-3 
t itn.'-eu the figures fin the post-xvar period;, viz. 368,000 tons 

",ah; :d a: R^, c;. ' ^7 crores. A certain recovery xvas in ex’idence alter 1933-4. 
lliv of IndLaii cotton by Japan for about six months during 

:9;'4, ns an act o: reprisal against India’s decision to abrogate the Trade 
Convention of ntoo tvith Japan, for a time unsettled the cotton market in 
Bomba}. The boycott teas tvithdraxvn early in January 1934 following 
die new Indo-japanese Trade Agreement under which the quantity of 
piece-goods imported into India from Japan was linked with the quantity 
of Japan’s purchases ot Indian cotton. Thus in lieu of a basic allotment 
o: 125 ntihion tards ot Japanese cotton piece-goods exported to India, 
Japan was bound to buy 1 million bales ol raxv cotton from India. The 
AgreeiUfrn: was renexved in 1937, the basic import quota of cloth being 
reduced to 2 S3 million yai'ds oxving to the separation of Burma from 
Ir.dia with efiect h'om 1 April 1937.1 The exports of Indian cotton, which 
totalled 4-14 million bales in 1936-7, declined to 2-73 million bales in 
]937-S, and 2 • 70 million baks in 1938-9.' The decline was due to the con- 
traction of purchases from japan, which xvas the best customer for India’s 
cotton, following w^ar-time economic measures (such as import res- 
trictions and exchange control) after the start of the Sino-Japanese xvar. 
Japans purchases, xvhich amounted to 2-33 million bales in 1936-7, de- 
clined to 1-36 million bales in 1937-8, 1-21 million bales in 1938-9 and 
1-06 million bales in 1939-40. Oxving to the activities of the Lancashire 
Indian Cotton Committee, exports to the United Kingdom steadily ad- 
varxed from 342,000 bales in 1933-4 to 610,000 bales in 1936-7. In ^937- 
S. these exports declined to 395,000 bales, but showed an improvement in 
1938-9 and 1939-40, being 411,000 bales and 472,000 bales. The 
Continent, before the loss of this market during the second world war xvas 
an important buyer of Indian cotton. Total shipments of raw cotton 
from Briiish India advanced from 2-0 million bales (or 483,000 
tons.i in 1938-9 to 2*95 million bales (or 526,000 tons) in 1930-40 
an increase of 9 per cent. The value of exports rose by 26 per 
cent from Rs. 23-86 crores to Rs. 30-11 crores. Alhough Japan 
took le^s cotton. China increased her purchases from 193,000 bales in 
iv-fS-Q to 681,000 hales in 1939-40. The United Kingdom and France 


further 



v.eca-is regarding the Indo-Japan Trade Agreements of 1934 and 
Sts months’ notice of termination of the Indo-Japanese Trade 
,1-1 -n J'j.v see vol. II, ch. xiii. 
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also ina^eased their purchases. The value of cotton exports declined by 
Rs. 63 ^ crores in 1940-1, mainly owing to the loss of the Continental 
market and reduced purchases by Japan. The decline in value was also 
the result of the big drop in the price of cotton (e.g. Broach) which stood 
at Rs. 160 per candy at the end of June 1939 (i.e. before the w^ar), rose 
to the peak level of Rs. 337 only in January 1940, and then declined to 
Rs. 156 at the end of June 1940. These violent fluctuations were largely 
due to war-time speculation, and the loss of the Continental market. The 
price of cotton, after rallying at about Rs. 230 in July-August 1941, 
following increased consumption by mills in India, declined to Rs. 185 
in Marcli 1942 owing to the loss of the Japanese market as a result of 
the outbreak of war with Japan. The anxious situation thus created, 
especially in the case of short-staple cotton, which is aptly called 
' orphan ’ cotton, has been engaging the attention of the Government of 
India, which in 'January 1942 announced the doubling of the import 
duty on raw cotton with a view to establishing a separate fund. The fund 
is to be used for financing suitable measures, including purchases by the 
Government, for the benefit of the grower of short-staple cotton, who is 
being advised to change over to other more useful crops, preferably food 
grains. Owing to the continued policy of Government restricting the 
acreage under cotton in order to promote production of food-grains and 
improvement in off-take in the internal as w’ell as foreign markets the 
Indian cotton-growlers’ prospects of gain appear at present (February' 
1946) to be reasonably bright. 

The area under cotton has increased considerably in certain tracts at 
the cost of food crops. The average of the years 1895-1900 was 13*86 
million acres, while 28*40 million acres w^as returned as being under cot- 
ton in 1925-6. In 1940-1 the estimated area under cotton was 23*28 
million acres. The principal cotton areas of India are Bombay 3*50 
million acres, Bombay States 1*47, the Central Provinces and Berar 3*33, 
Hyderabad 3 • 19, the Punjab 2 • 64, Central India States 1 • 04, Madras 2 *22 
and Punjab States 0*65 million acres in 1939-40- So far as the area under 
cotton and total outturn go, India stands next to the United States of 
America. Indian cotton is for the most part short-staple, the lint being 
short and coarse in fibre as compared with that of American and Egyptian 
cotton. It was therefore unsuited until recent years to the manufacture 
of cloth of higher counts such as is turned out by the Lancashire mills. 
The yield of cotton per acre in India is, however, low, being between 75 
and 100 lb. of lint cotton, as compared %vith 180 lb. in the United States 
and 300 to 400 lb. in Eg)’'pt. The Agricultural Department which was 
indeed started originally on the initiative of Lancashire— has for some 
years directed its efforts towards the improvement of the quality and the 
increase of the yield per acre of the indigenous varieties. It has also tried 
to introduce exotics— especially long-staple cotton— and to produce h'ybrids. 
Conditions in many parts of India are not favourable to the cultivation 
I— 11 
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o: Lhe exctic varie:ici. and greater attention has therefore to be paid to 
the impressment or me indigenous varieties. Egyptian and upland 
.•^mierican cottom iias- been introduced in Sind, the latter with most 
pro 3 p<:ct C‘i suece^r. The completion of the Sukkur Barrage irrigation 
rmjsc: is expeeted tj increase the area under such cottons, the yield 
being e-thmitei at jgo.cco bales per year. Another notable achieve- 
meii: T :he innoducticn of Cambodia cotton into Madras since 
igip in the Punjab and the United Provinces also, 

American cotton has been introduced. The doubling of the duty 
cn imported ra'c cotton in hi arch 1939 was intended to give some pro- 
ttedon to tZte Indian euxtivater of longi^staple cotton. There has been a 
great ;:upro\emen: during recent yeat's in the production of medium- 
staple uDtton and prospects of further improvement ai'e bright, though 
one danger is that* owing to the Iotv prices secured for this cotton, the 
grov.ers iiia;; revert to the short-staple Indian cotton for which the demand 
is constant, though cot capable 01 any great expansion. Recent tests 
conducted in Lancashiic have proved that certain types of Indian cotton- 
like the best Punrah-American, Madras-Cambodia and a Surat variety- 
can be used for spinning yarns of higher count. More Indian cotton is 
now consumed by the Lancashire mills than before, owing to the efforts 
of the Lancashiie Indian Cotton Committee since its establishment in 
1932. The Bombay-Lancashire Textile Agreement (commonly known as 
the Mody-Lees Pact) of 1933 was intended to popularize and promote the 
use of Indian raw’ cotton in the United Kingdom.^ The Indo-British 
Irade Agreement of 1939 linked up exports of raw cotton from India 
to England wdth imports of cotton piece-goods from Lancashire.^ 

The war of 1914-18 brought into the foreground the question of mak- 
ing the British Empire self-supporting in respect of its cotton supply. 
This, among other reasons, led the Government of India to appoint the 
Indian Cotton Committee, in i 9 ^ 7 » examine the possibilities of increas- 
ing the supply of long-staple cotton in India, to suggest improvements 
m the existing methods of ginning and marketing, and to make recom- 
mendations in regard to the prevention of adulteration, damping and 
mixing, etc. The report of the Committee, which was issued in 1919, 
was ditided into nvo parts, agricultural and commercial. The Com- 
mittee, desiring to secure an adequate price to the grower, especially of 
pure or superior varieties of cotton, made a number of helpful recom- 
mendations in favour of open markets on the Berar model to ensure full 
knowledge on the part of the purchaser in regard to the stuff he was 
buying, the extension of co-operative sale societies, licensing of cotton 
ginning and pressing factories and restrictions on transport of cotton to 
pre%"em the malpractices of adulteration, mixing and damping. The 
improvement of the cotton trade by the organization of a Central East 
India Cotton Trade Association in Bombay was also recommended. 


See vc!, il. ch. sMi. 


See vol. II, chs. ii and xili. 
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Lastly, the establishment of a permanent Central Cotton Committee 
to ensure closer touch between the Agricultural Department and the 
cotton trade was suggested. The Committee, consisting of 20 ofhcial and 
non-official members, it was suggested, should be an advisory body which 
should be consulted by the Government on any proposed legislation and 
on the working of the licensing system. The Committee tvould carn^ out 
authoritative valuations of new varieties of cotton and spinning tests. 
After some delay, action was taken on the proposals of the Committee. 
The East India Cotton Trade Associations was fonned in 1922. The 
Central Cotton Committee held its first meeting in 1921 in Bombay. 
The Committee promoted a Cotton Transport Act (1923} to prevent the 
adulteration of cotton, which, having been applied in the first instance 
to Bombay, where it met with encouraging success, was extended to 
Mach'as. A Cotton Ginning and Pressing Factories Act— a corollary to 
the Transport Act— was enacted in 1925. The Indian Central Cotton 
Committee has established a technological laboratory in Bombay to carry 
out spinning tests, etc. In co-operation wnth the Central India States, 
the Committee has started experimental work on cotton through the 
agency of the Institute of Plant Industry at Indore. Special research 
schemes in various provinces are also being promoted by the Committee. 
Its activities are financed out of the proceeds of a small cess of two annas 
per bale on all cotton used in mills in British India and exported from 
India. In Bombay, a Cotton Markets Act was passed (1927), and the 
necessary’ rules under the Act w’ere issued by the Government of Bombay. 
The provisions of the Act, which were in force in three cotton centres 
in the province, were, in 1939, incorporated in the Bombay Agricultural 
Produce Markets Act. Similar Acts have been passed in the Central 
Provinces (the Central Provinces Cotton Market Act) and Madras (the 
Madras Commercial Crops Market Act). The only comment that ive 
need make here relates to the necessity to devise measures for the 
use^ of improved varieties of cotton in the country itself with a viev; 
to lessening our dependence upon foreign doth. We are also dependent 
on foreign cotton for the manufacture of doth of superior quality in 
our mills. 

(b) Jute is the next most important Indian fibre after cotton. India 
enjoys a monopoly as the world’s sole producer of jute. Its cultivation 
is restricted to the Ganges-Brahmaputra delta in Bengal, the province of 
Assam wdth the adjoining Indian State of Gooch Bihar, Bihar, and Orissa. 
The soil here is enriched by alluvial deposits brought by river inundation 
and is thus suited to grow this exhausting crop without any expenditure 
on manure. In 1940-1 the total area under jute was estimated at 5*66 
million acres. Although the acreage during the years 1931-7 
siderably curtailed, owing to the severe slump in prices and the depression 
in the jute manufacturing industry following the world economic crisis 
of 1929-33. a vigorous campaign has been in progress in order to improve 
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:he position. The Bengal Government announced in September 1934 
a scheme of voluntary restriction of the 1935 crop, in order to assist the 
recovery oi the price of raw jute, and cairied on propaganda in tavour 
of it for three successive seasons. .Mthough this voluntary effort was 
considered fay aicics to be a failure, it may be said to have had a negative 
eair.c. Oviiti to the flucmadons in the price of rate jute and the de- 
mand tor it during the 1939-45 ''''^» Government of Bengal have 
Secured the enactment of the Bengal Jute Regulation Act (August 194®’’ 
whidr is applied on a compulsory basis to the crop giown in 1941 in 
the interest of the gi'owers. Bengal accounts for the bulk of the area 
under jute (3,607.000 acres in 1940), the other jute-growing provinces 
being Bihar (aSa.oooj, Orissa {28,000) and Assam (363,000). The 
indim States of Gooch Bihar and Tripura had 46,000 and iS,ooo acres 
under jute respectively. The introduction of jute cultivation in the 
' Ganjar tract of the United Provinces has proved a success. The area 
under jute and the yield of fibre have largely increased during the past 

60 year.s. 

The export aspect of the crop is only second in importance to that of 
raw cotton.- In 1928-9, 898,000 tons of raw' jute valued at Rs. 32 -35 
CTores w-ere exported. The corresponding figures for 1932-3 were only 
563,000 tons valued at Rs. 9-73 crores. The decline was due to acute 
depression in the jute industry both in India and in the consuming 
countries. Since then there has been some recovery in the quantity of 
raw jute exported, which increased to 821,000 tons valued at Rs. 14-77 
511 193^-7* The business recession of 1937"® again adveisely 
affected exports, which declined to 747,000 tons valued at Rs. 14-72 
crores in 1937-^* and to 690,000 tons v-alued at Rs. 13 * 4 ® croies in i 93 ^" 9 - 
In 1939-40 exports of raw jute w*ere smaller by 18 per cent in quantity 
(568,000 tons) as compai-ed to the previous year, but their value registered 
an increase of 47 per cent (Rs. 19 ‘ 73 trores). This is explained by the big 
spurt in the price of raw jute after the declaration of war in Septem- 
ber 1939. Owing to hectic speculation the price of raw' jute advanced 
from Rs. 9-4 (tops per maund) in June 1939 to Rs. 19-8 early in 
fanuary 1940. There was a similar increase in the price of jute manu- 
factures. The steep rise had an injurious effect on the demand from 
overseas customers. This, coupled with the slowing down of the overseas 
orders for sandbags and the closing down of the Continental markets, 
adverselv affected the position of both raw jute and jute manufactures, 
as indicated by the steep recession of prices and the big drop of Rs. 12 
crores in the value of raw jute exported from India in 1940-1.- 

' Exports cf raw jute and jute manufactures together occupy the first place 

in India's export trade. ■ ' , , 

- See Vol. II, ch. H, §19 for further particulars of the effects of the second world 

nar on the jute industry, Government control over prices of raw jute: and jute 

manufactures and legislation to regulate the ■■ cultivation of jute in Bengal. . , 
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Gerir^ariv , before 1939J and tlie United Kingdom were the rndncipal 
customers for India's raw jute, other importing countries beins: Spain, 
France, Japan, China, the United States, Italy, and Belgium. The 
export of raw jute commenced as early as 1793, hut the quantitv -a-?.? 
small to begin with. The demand on the pa-tt of the Dundee power- 
looms had come to be considerable by 1832. The hand-loom industr\ 
in Bengal had, however, still sufficient vitality up to 1850 to ensure an 
excess of exports of manufactured jute goods over those of the raw 
material. The cutting off of the United Kingdom from the supplies of 
Russian Pax during the Crimean ^Car led to the exploitation of jute as 
a commercial fibre of the first importance and resulted in increased ex- 
ports of raw’ jute, which totalled nearly 900,000 tons in 190S-9, the nvo 
urincipal customers being the United Kingdom and Germany. During 

~ -1. o o .0 

the w^ar of 1914-18 exports declined considerably, but there wns recoverv 
aftenvards until the depression of 1929-33. The progi'ess of the jute 
manufacturing industry’ will be traced elsew’here (vol, II. ch. ii). It may 
be pointed out here, however, that the jute industry- had showm uninter- 
rupted progress until it ivas caught up in the trade depression of 1929-33. 
In the years before the xvar of 1914-18 Indian manufactures of jute in- 
creased faster than the exports of raw jute, a tendency further stimulated 
by that w'ar and post-ivar developments. The consumption of raiv jute 
in India has been steadily increasing, being 141 per cent more than the 
exports in 1939-40. The search for a substitute for jute, wmich has been 
intensified bv the recent steep rise in the price of raw jute, has not met 
with any marked success. With a view' to preventing any possible loss of 
markets, the Indian Central Jute Committee, w'hich commenced its work 
at the end of 1936, has stai'ted a technological laboratory* under expert 
management for continuous research wmrk on jute and jute products. 

/Vs /?7dfgo.— Indigo has had a highly chequered history, which goes 
back almost to the beginning of the Christian era. ' Originally the in- 
dustv in western India w’as in Portuguese hands, but about 1778 the 
Ea-t India Company revived it in Bengal and gave it direct encourage- 
ment for the next 20 years, and w'hen about 1837 the industry migi'ated 
to Tirhoot and the United Provinces. India recovered the foremost place 
among the indigo-producing countries of the world from which she had 
been temporarily ousted by the West Indies. India’s position remained 
imassailed . . . until German laboratories found themselves in 1897 at 
last in a position to produce indigo (indigo had actually been synthesized 
nearly 30 years earlier) on a commercial scale. The fate w'hich had 
already overtaken* the madder and the lac-dye industries thereupon 
threatened the factories of Bihar/i The Indian exports w’ere seriously 
affected. Until 1907-8, indigo represented more than half the value of 
dveing and tanning materials exported, but in 1913-14 this percentage 


^ See Cotton, op. cit., p. 264, 
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had fallen to one-hfth. The area under cultivation tell from 1,688,901 
acres in 1896-7 to 172,600 acres in 1913-14 and the exports from 169,523 
cwt. to 10,939 art. The natural indigo industry received a temporary 
stimulus from the war of 1914-18 which closed the markets of the world 
to the synthetic substitutes and raised the price of indigo. There was a 
partial recover^ made bv the area under cultivation, which rose to 700,000 
acres in 1916-17, and by the exports, which rose to 41,932 cwt. in 1915-16. 
However, there has again been a set-back since the close of the war of 
1914-18. Exports of indigo have been insignificant in recent years, the 
value of exports being onlv Rs. 17.000 in 1939-40 as 'compared with 
Rs. 41,000 in 193S-9. Opinions differ regarding the prospects of the in- 
dustry, Tdiich do not seem to be bright- Salvation lies only in cheaper 
production both as regards cultivation and manufacture. In 1915 the 
Delhi Conference considered the question of assisting the industry from 
three points of view— agricultural, research and commercial. In 1918, an 
indigo cess was levied on exported indigo, the proceeds of the duty to be 
expended by the Government of India on scientific research work in con- 
nexion with the cultivation and manufacture of indigo. 

The total ai'ea reported under indigo cultivation in 1940-1 was only 
60,000 acres, the principal contributors being Madras, the United Pro- 
vinces, Bihar, the Punjab and Bengal. Bihar is the most important 
from the point of view of foreign trade and it is here that the dye is 
systematically extracted and marked under European supervision. The 
bulk of the indigo produced in Bihar factories was, before 1939, exported 
from Calcutta, chiefly to Greece, the United Kingdom, Egypt, Yugoslavia, 
Japan and Aden. 

(vi) Opium ,— area under opium has declined progressively as a 
result of the Government policy of stopping all exports to China under 
the agreement of 1907 with that country and eventually (by 1935) with 
all other countries, and of controlled internal consumption. In British 
India there has been a striking decline from 614,879 acres in 1906-7 to 
7,138 acres in 1939-40. The cultivation of the poppy is carried on under 
a system of Government licences and is now practically confined to the 
United Provinces (5,834 acres), the Punjab contributing 1,304 acres. 
Only 644 chests or 825 cwt. of opium were exported in 1934-5 
compared with 2,823 chests or 3,524 cwt. in the preceding year and the 
average of 51,000 cwt. in the quinquennium 1909-10 to 1913-14, valued 
at Rs. 9*97 crores.^ There has been no export of opium on private 
account since 1935-6. India has thus made a big sacrifice of revenue 
derived from the export of opium, in order to caiTy out her obligations 
under international agreements. 

(vii) Tobacco— The tobacco crop is believed to have been introduced 

' See vol. IT, ch. xi, for the particulars regarding the revised tobacco duties intro- 
duced by the Finance Act of 1934 which gave some additional advantage to cigarettes 
produced from Indian-grown tobacco. 
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into India by the Portuguese early in the seventeenth century. Since 
the days of the East India Company, the Government directed their 
efforts towards improving the indigenous methods of curing and manu- 
facturing and towards providing a better quality of leaf. There axe two 
principal centres of the tobacco industry, eastern and northern Bengal 
and southern India. In 1939-40, the total ai'ea reported under tobacco 
was 1,310,000 acres, the leading contributors being Isladras, Bengal, 
Bihar, Orissa, Bombay, the United Provinces, and the Punjab. The bulk 
of the tobacco gro^m in India is consumed locally, but there is an export 
trade of some value in unmanufactured tobacco, chiefly from Madras. 

i9S9"4o. 57 ’^ million lb. of tobacco valued at Rs. iSi lakhs w^as ex- 
ported. In i942'3 the value of exports w'as Rs. 149 iakhs as against 
Rs. 220 lakhs in 1941-2. As regards manufactured tobacco, the value of 
imports has always exceeded that of exports, and the difference has 
recently been accentuated by the increased consumption of cigarettes. 
In 1929-30, India imported 5-3 million ib. of cigarettes valued at Rs. 213 
lakhs, and 4*8 millions lb. of tobacco valued at Rs. 57 lakhs. Imports 
of cigarettes steadily declined to 593,000 lb. in 1933-4. Since then, 
as a result of the revision of duties, they have again registered an increase, 
being 1,371,000 lb. valued at Rs. 40 lakhs in 1939-40, Imports of un- 
manufactured tobacco fell from 6*4 million Ib. in 1938-9 to 5*8 million 
lb. in 1939-40, the value, however, showing an increase from Rs. 58 laklis 
to Rs. 64 lakhs. The ina-eased home demand has encouraged the open- 
ing of a number of factories for the manufacture of cigarettes in India. 
Indian leaf tobacco makes an excellent filler but is generally unsuitable 
for wrappers. The deficiency was met, up to 1941, by a considerable 
import of leaf from Sumatra and Java. The botanical section of the 
Agricultural Research Institute has directed its attention to the question 
of improving the quality of Indian tobaccos, especially in the direction 
of hybridization of neiv kinds, and of the production of a tobacco of 
the colour, flavour and texture of that commonly called Virginian. The 
heavier import duties levied on tobacco are also calculated to stimulate 
the cultivation and consumption of Indian tobacco.^ 

(viii) Fodder crops.— 'Th^ area in British India under these crops 
has increased from 2-94 million acres in 1901-2 to 10*47 acres 

in 1940-1, the principal areas being the Punjab (5-04 million acres), 
Bombay (2*37), and the .United Provinces (1*63). In spite of this 
increase w'e may say that the area devoted to fodder crops is insignificant 
in view of the large number of cattle that must be maintained in a state 
of efficiency in an agricultural country like India. The Agricultural 
Department has of late years given much attention to the question both 
of erowins: and storing fodder. The successful introduction of the 
famous Egyptian clover, as a soil renovator, in Sind. Bihar, the Central 
Provinces and the North-West Frontier Province, and the cultivation 


^ See Review of Agricultural Operations in India (1928-9^ pp. 67-70. 
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of berseem at Pusa may be I'egarded as a'editable achievements oi rhe 
Agricultural Department in this connexion.^ 

(ix) Rubber, for which the uses today are legion, is growr- 

mainly in southern India (Madras, Coorg, and the States of Mysore, 
Travancore and Cochin,. The total area under rubber in 1940-1 was 
130,000 acres and the yield 35*53 million lb. as compared with only 1 - S 
million lb. in 1932, when tire general slump in the rubber market was 
most acute. Most of the rubber grown is exported. 21-5 million ib. 
valued at Rs. 94 laklrs was exported in 1939-40 compared with 17-2 mil- 
lion lb. valued at Rs. 72 lakhs in the preceding year. The exports before 
1910 were small, the industry being in an infant stage. Even todav 
Indians share in the w’orld’s production is very small. Since June 1934 
an international scheme for the regulation of production and exports of 
rubber has been in operation. It has helped to lift the market from 
the extremely depressed state which prevailed before its introduction. 
The value of the imports of rubber manufactures (tyres, tubes, etc.) in 
1939-40 amounted to Rs. 1,48 lakhs. An event of outstanding impor- 
tance was the establishment (1936), near Calcutta, of a large factory 
for the manufacture of t)Tes and other rubber goods. With the develop- 
ment of local production, w'hich was stimulated by the second world war, 
it is possible that imports of rubber manufactures will tend to decline 
in future. A fairly large quantity of raw rubber is also imported into 
British India (Bengal), mainly from Burma. 

§8. Exports of agricultural products.— In the foregoing survey of the 
principal crops of India, something has been said about their export. 
It is now necessary, however, to treat the whole subject of the exports 
of agi'icultural products separately. As a preliminary to the discussion 
of this question some statistics of exports of foodstuffs and raw materials 
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See Review of Agricultural Operations in India (1928-9), pp. 67-70. 
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may be given. The :'vo rabies :pp. 16S-9) show the qaandiv and \ah:e 
of exports of T) foodstuffs and TI) principal other crops in 1929-^3. 

Table III above shows the percentage of exports of certain principal 
crops to the total production. 

Table I\ below (giving the percentage proportion to the total valns 
of ail exports of merchandise) shows the comparative importance of th'v. 
principal foodstuffs and other agricultural products in the export trade 

in 1939-43*^ 


TABLE 
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i- 9 . Restrictions on the export of ^'ood[stiiffs«“— Although exports of rice 
from India have greatly diminished since the separation of Burma in 
1937 ' seen in Table I above, continues to be by far the most 

important among the food-grains exported. The position of wheat 
(which was until recently the second chief food-grain exported) in the 
export trade has already been discussed and we have seen that the exports 
have recently sunk ver\^ low. When therefore we discuss the question of 
the export of foodstuffs, the main reference at present is to ric-,^ the 
importance of which, as stated above, has considerably diminished since 
the separation of Burma. Indeed before the second world war protective 
measures had to be adopted to check the import of wheat and rice. Is 
the export of foodstuffs and raw materials a matter for congratulation or 
for alarm ? There are those who hold that this export is a sign of increas- 
ing prosperity. It shows that the countrv' is profiting by advantageous 
world prices and is sending out the surplus that remains after meeting 
the need of the home population, and is imparting, by way of payment 


■ The rotal value of ail exports from British India in 1939 was Rs. 2,03,43,54.00a. 
See Review of the Trade of India l^^g39-4o‘^ p. 139. 

“ The whole of the argument in §§ 9 and 10 below is useful as an aid to clear think- 
ing. But it assumes normal conditions and general prevalence of laissez-faire economy. 
It has little relevance under the emergency condirlcns created by the recent war when 
Government regulation and control tended to become all-pervasive. Although the actual 
methods of regulation and control have provoked bitter criticism, the present neces- 
sity of purposeful and comprehensh-e Government intervention is almost universally 
recognized. 

^ * Though India is the largest producer of rice in the world, and the second lar- 
gest in the case of wheat, her export trade in both these commodities is of little im- 
portance, as most of the production is consumed in the country .’ — Indian Finance 
(Eastern Group Number, 1940), p. 185. As already pointed out, India imports a con- 
siderable quantity of rice, mostly from Burma. Pulses, barley, jowar, bajra and maize 
are the other food-grains exported, but the aggregate quantity exported is compara- 
tively small. 
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for its exports, cheap manufactured articles which cannot be produced 
profitably within the country itself. According to this view, the exports 
represent ' a U'ue surplus, that is to say, a margin which India can re- 
linquish during periods of good harvest and a reserve on ^vhicii she can 
draw for her own local requirements in times of scarcity 

The other vie^r is that the export of foodstuffs and raw materials is 
not a true surplus in the sense that it represents a balance that remains 
after the needs of the countrv have been fully met, and that it is advisable^, 
ill the true interests of the country, to prohibit or to restrict this export 
by heavv duties. It is criminal, so it is argued, to allow an export of the 
country's foodstuffs when large sections of the people are living on the 
verge of starvation, and to look on complacently while a drain to foreign 
countries of valuable raw materials, which are badly wanted for the 
development of the indigenous manufactures, is going on unchecked. 

In connexion with this controversy, we must emphasize a simple truth' 
which is often forgotten, namely, that it is inadmissible to infer, from 
the mere fact of export to foreign countries, that the wants of the people 
in the exporting countrv in respect of the commodities exported must 
have been fully satisfied. The phrase ‘ true surplus ' generally employed 
in this connexion is unfortunate because it suggests that there is such a 
thing as a ‘ false surplus b Strictly speaking, all surpluses that are export- 
ed have the same scientific character ; they are due to the fact that there 
is no demand for them in the country of origin at the ruling prices. 
By demand, as every tyro in economics knows, we understand not merely 
the desire to possess a thing, but such desire backed by adequate pur- 
chasing power. If the United States exports wheat, this is not because 
every individual American has all the food he can consume ; similarly, 
in India, the export of foodstuffs does not mean that nobody in the 
country has any use for the food that is exported. The only difference 
between India and the United States is that relatively to the latter 
country, the former has a very much larger proportion of people whose 
demand for food is ineffective. It is a difference in degree, not in kind. 
'When therefore the first Fiscal Commission sapiently remarked with re- 
gard to the export of rice and wheat from India that ‘at existing prices 
the efficient demand of India is satisfied, and there remains a surplus 
available for export they were saying something which is perfectly true 
but also perfectly useless. At * existing prices ", whether high or low, ' effi- 
cient demand ' is always satisfied. But in spite of the satisfaction of 
‘ the efficient demand ’ for food, millions of people in a country may be 
underfed, and that is patently the case in India. 

There are tw^o methods (which clearly are not mutually exclusive) 
of remedying this state of affairs. One is to depress the prices of food- 
stuffs so as to bring them within the reach of the low purchasing power 


^ Economic Resources of the Empire, edited by T. Worswick, p. 145. 
“ Fiscal Commission Report, p. 155. 
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of the massess ; and the other is to raise their purchasing po^ver so as to 
make their demand effective at current prices. 

One of the ^vays suggested for bringing do’^rii prices of foodstuffs 
is to prevent their export abroad. The question is, ^vouid prohibition 
of export or the imposition of heavy export duties give us the desired 
level of low prices, and if so, would any injurious reactions on the 
-economic life of the country be set up by thus artificially lowering 
them ? 

It has been argued by those '^rho oppose an} deliberate attempt to 
bring down the prices of food-grains by such means that to proliibit then- 
export would naturally lead to the substituted production of non-food 
crops like cotton, jute, oil-seeds, etc., unless these also came under the 
policy of restriction ; and thus an attempt to cheapen the food suppiv 
of the country would merely result in diminished production of food- 
gi'ains, and the situation, from the point of view of feeding the popula- 
tion adequately, would be worse than before. 

AVe need not dispute that prohibition or hea\'y export duties will, 
other things remaining the same, necessarily result in a certain shrinkage 
in tlie total production of foodstuffs. If the supply is verv elastic, it 
is possible that the effect of this reduction would be to make the amount 
available in the country less than before. On the other hand, it is 
quite consistent with the admission that the suppi}- 'A'ould be curtailed 
to some extent to hold, nevertheless, that there might remain a larger 
Guantitv of food available for the home market. 'We cannot domiati- 
cally lay dotm the proposition that prohibition will necessarily result 
in a smaller quantity remaining in the country than before. It may 
not be feasible for a large number of cultivators to turn their lands over 
to the cultivation of the non-food crops. And in spite of falling profits, 
the cultivator may go on producing more or less the same quantity as 
before. Everyone who has the least acquaintance wffth the actual con- 
dition of the agriculturist in India will realize how difficult it is for 
him to abandon the narrow groove in which he may be moving and 
quicklv respond to altered circumstances. It is therefore not improb- 
able that the food suppiv in the country^ may inct'ease as the result of 
the policy of prohibiting exports. 

"^Miile therefore we do not agree -^vith the usual arguments in 
favour of unhindered exports of foodstuffs, we are nevertheless not 
convinced that a policy of restriction would be desirable. We have 
already hinted above that India s export^ represent relatively an insigni- 
ficant proportion of her total production, so that even if they are wholly 
retained in the counm% the impression that will be made on the prices 
of foodstuffs in general will be veiw slight, and, what is more important, 
this slight gain will be at the expense of the cultivators, whose loss by 
a policy of prohibition in the case of wheat was calculated by the Eiscal 
Commission (1923) at Rs. 16 crores. Another minor point made by the 
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Fi CommEsion is thai agTicuiraral ii:ar ita er.-eni^ A’iil be prejudi- 
cially affected bv tbe police- under discussion. High prices benefit the 
more prosperous culth ators more than anv other class, and it is to this 
class, possessed as i: is or the requisite capital and intelligence, that ^ve 
must look for the introduction of improvements : and lower prices, by 
reducing the prosperity o£ thi'^ class, '^voiiid make them less capable of 
undertaking tiiis valuable vrork. This argument, although it is easy to 
overrate it, must be admitted to be sound as far as it goes. The only 
sadsfactorv method of cheapening food-gi'ains is to make agriculture 
more efficient and stimulate the pi'oduction of food-gi'ains. As to the 
question of increasing the tDurchasing power of the masses so as to enable 
them to obtain the means of commanding a sufficiency of food, it will 
ahv^ays remain a worthy goal of public policy. 

Although tre are not in favour of restricting the export of food- 
stuffs in normal times, we recognize that abnormal conditions might 
arise necessitating a temporary resort to hea\y export duties. There 
may be a very serious local failure, or there may be an exceptionally 
strong demand for Indian produce owing to shortage elsetv^here, as was 
the case during both world wars, and prices mav threaten to rise to 
heights which it is unsafe to reach. In spite of the considerable admini- 
strative and other difficulties involved in Government interference— diffi- 
culties abundantly illustrated by the pi'esent control measures— it 

may be necessary for the Government to take such action, not only with 
a view to relieving the situation, but also because public opinion may 
demand the adoption of emergency measures. It is true that a rise in: 
Indian prices owing to local shortage will automatically diminish the 
exports to world markets, but before this has occurred to the required 
extent, a considerable amount of export may have already taken place, 
and if the idea is to retain this for home consumption and to prevent 
a sharp rise in prices, the Government will have to act as soon as they 
scent danger instead of waiting for the automatic remedv to 'come into 
action.^ 

§10- Restrictions on the export of raw materials. — With regard to the 
export of raw materials it is not necessary to recapitulate the points 
raised in connexion with the interpretation of the term ‘ true surplus 

Several arguments have been put forward against the free export of 
the raw materials of industry derived from agriculture. In the first 
place, it is argued that the high prices secured for the export of such 
commercial non-food crops as cotton, jute and oil-seeds have led to the 
substitution of non-food for food crops and the utilization of the best 
lands for the cultivation of such crops, food-grains being relegated to 

^ ‘The policy that has been followed of jDrohibiting exports in times of scarcity 
(for example in 191S and 1920) is advantageous, as even when internal prices rise, 
exports at present are not adequately checked, owing to The fact tliat the producers 
are financially tied to dealers and dealers to exporters/ — V. Anstey, op. cit., p. 71. 
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liie interior soils.- The total area, however, occupied by commerciai 
crops at the expense or food-grains is ver} small compared vrith the 
total ai'ea under the iatter.- 

It is no doubt time that the area under non-food crops is slovrlv 
gaining at the expense of the area under food a*ops, but the disparitv 
between them as regards total production is at present overwhelmingl) 
in favour of food crops, and the contingency of the food supply seriously 
contracting caving to the ena'oaciiment 01 commercial crops is so remote 
that there is no immediate cause for anxiety. We do not think that 
the time has yet arrived for taking any special measures in the interests 
ct tne conservation of the nation’s food resources, pariicularly by the 
drastic method of checking the production and the export of the com- 
mercial crops. e must not lose sight of the fact that the production 
or commercial crops brings substantial profits to the culth/ators engaged 
in It, and mere is no strong reason at the present moment for interfering 
wuth the cultivator's freedom in the matter of growing such crops as 
appear most remunerative to him. 

Another objection to the free export of raw materials is that by such 
a poiic}' the price of the important raw* materials of manufacturing 
industry— such as cotton, jute and oii-seeds— is made too high for Indian 
industrialists to be able to hold their own against foreign competitors. If 
these exports are restricted, the Indian manufacturer will benefit bv cheap 
raw materials— an advantage not available to the foreign manufacturer. 
IVhile we admit the necessity of extending protection to the nascent 
industries of the country, w^e are doubtful as to the efficacy, for this 
purpose, of artificially lowering the prices of raw' materials, which after 
all contribute a very small proportion to the total value of the manu- 
factured products. The necessary protection is much more effectively 
given by a system of bounties and protective impart duties. 

A third argument is that the continuous cultivation of the land under 
heaiw crops like cotton, jute, etc., results in the progressive exhaustion 
of the soil. In this connexion it is alleged that the large export of 
oil-seeds and oil-cakes is particularly objectionable. The soil is sub- 
jected to a process of steady deterioration as it does not get back what 
is taken away from it. Protective export duties on oil-seeds and heavy 
export duties on oil-cakes, bone and fish manures have been advocated 
in order to prevent the alleged process of soil exhaustion. Inciden- 
tally ive may remark that the duty on oil-seeds is also supported on 
the ground that it wdll promote the growth of the local oii^rushing 
industry. As regards soil exhaustion, whether it is actually taking place 
is a matter of dispute.® But even supposing that it is not taking place, 
there can be no question that the soil will benefit by the application 

- see K. L. Darra, Reporz on [he Enquiry into the Rise of Prices in India 
(10:47 pp. 64-6. 

' See tables above, pp. i6S-q. 


^ See 1 12 below. 
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o£ more manure than is given to it in the present circumstances. From 
this point of view, a moderate export duty on oil-seeds and oil-cakes 
may be advocated, and pai’t of the proceeds from the duty may be set 
aside to finance propaganda necessai'y in order to ensure ina'easing 
application of such manures, which may be expected to fall in price 
and come within easier reach of the cultivator's resources, without at 
the same time inflicting serious economic injury on the grower of 
oil-seeds. The Agricultural Commission upheld the view of the 
Fiscal Commission that neither an export tax on oil-seeds or oil-cakes 
nor the total prohibition of such exports can be justified.^ They have 
argued that the export duty will fall on the producers, as India is by 
no means the chief producer of the world’s oil-seeds, and that it \vdll 
hurt the amicukurist as m'ower more than it trill benefit him as con- 

o o 

sumer of oil-seeds and oil-cakes. In the judgement of the Commission, 
the only method by which the advantages of supply of combined nitrogen 
available in the large crops of oil-seeds grown in India can be secured 
is by the natural development of the oil-crushing industry, and though 
this is a difiScult matter otving to inadequate demand for oil in India 
and the existence of severe European competition in outside markets 
it would be worth ivhiie carefully investigating the possibilities of the 
industry in India having special regard to the loss of the Continental 
market during and since the second world war.^ 

§11. Low yield and its causes, — Although agriculture is practically 
the only national industry in India, it is conducted under highly unsatis- 
factory conditions, and the average yield per acre of the different crops 
is consequently very much lower than in countries where agriculture is 
better organized. The following table (p. 177) shows the average yield 
per acre of the principal crops in India in 1918-19, 1923-4, 1939-40 and 
1940-i.s 

These figures compare very unfavourably with those in foreign 
countries. For example, the average yield per acre in the case of rice 
was 1,240 Ib. in India, as compared to 3,444 lb. in Japan and 4,568 in 
Italy ill 1932-3. In the case of wheat, the average yield per acre in India 
amounted to about 660 lb. as compared to 1,383 in Italy, 1,918 in Egypt. 
1,713 in Japan and 812 in the United States.^ The average yield of 
cotton per acre in India is less than one-third of that in Egypt. We have 
already pointed out that the yield of sugar per acre in India is very lo\r 
as compared to that of Cuba or Java. 

Referring to the low productivity of Indian agriculture Sir M. Vis- 
vesvaraya WTites : ‘On the normal pre-war [i.e. before 1914] basis, the 

^ The export duty was, however, advocated by the Board of Agriculture in 1919 
and by the majority of the Taxation Enquiry Committee. 

- See Agricultural Commission Report^ par. 87. 

* See Estimates of Area a?id Yield of the Principal Cropi in India (193S-9), pp. S-i:. 

^ Statistical Year-Book of the League of Nations ( 1933 - 4 )- 
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average production o£ British India, including irrigated crops, cannoi; 
he more than Rs* 25 per acre ; in Japan it cannot be less than Rs. 150/^ 
The same VTiter points out that while the per capita agricultural income 
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was Rs. 59 in India (before the depression o£ 1929), the corresponding 
figure was Rs. 102 in Sweden, Rs. 175 in the United States and Rs. 
in Canada.- 

One of the obvious causes of lotv productivity in India is the un- 
^ certain character of the rainfall. Apart from shortage and abnormal 
distribution of rainfall there are other causes, such as floods, hailstorms, 
frosts and other perplexing vagaries of the climate. Irrigation supplies 
a partial coiTective to deficiency of rainfall, but the effect of the other 
■ calamities mentioned above cannot altogether be offset by human con- 
trivance. Much damage is also caused by trfid animals, rats, locusts and 
other pests, and the provincial Agricultural Depai'tments have addressed 
themselves with some success to the task of devisirxg and popularizing 
remedies against them. 

Inefficient tillage and the under-equipment of the agi'iculturist fur- 
'ther account for the low yield. The problems arising in this connexion, 
as also the excessive subdivision and fragmentation of land leading to 
-wasteful husbandry', wdll be discussed later on. 

il‘2. Is the soil progressiirely deteriorating in India?— It has been assert- 
ed that in recent years the average yield per acre of food-grains in India 
has diminished and is diminishing. Assuming this to be so. however, 
it cannot be regarded as conclusive evidence of soil deterioration. It 

^ Reconstructing Indian p. 174. 

- Sir M. Visvesvaraya, Planned Economy for India, p. 32, 

1—12 
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may well be due to the tendency of relegating the production of food- 
grains to inferior soils and reserving the better kinds of soil for the 
cultivation of commercial crops such as cotton, jute, oil-seeds, etc. The 
very general belief that the average peld per acre, not only of food but 
other crops as well, has diminished o^ving to progressive exhaustion of 
the soil, may be pai'tly due to the fact that with the increase in the 
demand for agiicultural produce cultivation has been extended so as to^ 
bring under cultivation the poorer lands. This would naturally dimin- 
ish the average yield per aa^e. The cultivator's judgement in thiv 
matter is likely to be vitiated by his memoi'^^ of times when only the 
better classes of land tv'ere under cultivation. Density of population 
may also lead to a diminution in the number of periodical fallows and 
consequent ina'ease in weeds and in the area cultivated in relation to- 
available supplies of manure, resulting in soil deterioration.^ Erosion^ 
salt-efflorescence and tvaterlogging have in certain parts of the country 
caused much damage to the soil, reducing its fertility. 

Apart from these considerations, the w- eight of expert authority 
seems to be against the theory that in recent times the soil in India has 
been losing its powder more and more with every year that passes. Dr 
Clouston, in his vritten Memorandum to the Agricultural Commission, 
says: ' Most Indian soils must have reached their maximum state of 
impoverishment hundreds of years ago and wdll not get any poorer even 
if cropped without manures for hundreds of years more. An average 
crop uses up about 20 pounds of nitrogen per acre, but the loss is made 
up annually, for the soil gets nitrogen from the air and from the decay 
of root matter left in the soil after the crop is harvested, vrith the 
result that most soils are not getting any poorer in nitrogen. ... It 
%vas definitely proved at Rothamsted, the premier agricultural research 
station in the world, that the unmanured soil there did not reach its. 
maximum state of impoverishment till after being cropped continuously 
with wheat for a period of 40 years, since when the yield from year to* 
year has remained almost stationary, despite the fact that no manure 
has ever been applied to the field. We may take it therefore that, with 
the exception of the limited area in this country, the soils of -which are- 
deficient in phosphates, our old cultivated land has long since reached" 
its maximum state of impoverishment; that increased yields now depend 
upon the rainfall, standard of tillage and manure applied; that only 
new land or lands deficient in phosphates are being impoverished by 
cultivation.’- Dr Voelcker held that in the case of Indian lands gener- 
ally, owing to exports of seeds, cotton and other products, the soil 
constituents that are removed are not returned to the soil, which conse- 
quently^ is suffering continuous exhaustion. Even he, however, qualified 
this vieiv by calling attention to the fact that a large proportion of the 

^ Agricultural Commission Report, par. 77. 

^ Minutes of Evidence, vol. I, part i, p. 32. 
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crops annually grown in India and also of the trees and shrubs and even 
tlie weeds, are leguminous in character and may thus derive theh nitrogen 
from the atmosphere^ K. L, Datta after considering ail available 
figures comes to the conclusion that * there is no statistical evidence 
CO show that any diange has taken place in the fertility of agricultural 
land in any part of India, either during the period under inquiry' (1S90- 
1912) or even during a much longer period'.- However that may be, 
the most important fact from our point of view is the actual low pro- 
ductivity of the soil in India and that proper care of the soil and the 
application of adequate quantities of manure are the only means of 
improving the yield. It is cold comfort to be assured that a balance 
has been established, and that the soil cannot be deteriorating because 
the maximum state of impoverishment must ha^'e been reached long 
ago. For this after all means that things are already so bad that they 
cannot possibly get 'worse. In this connexion the Agricultural Com- 
mission emphasized the importance of research work on soils and soil 
conditions and recommended an increase of researdi workers in the Agri- 
cultural Departments and the appointment of specialist officers, especially 
in the direction of bacteriological, physical and biological research.'^ 


' See Dr^tta, op. dr., p. 17. 
* op. cit., p. 6S. 


* Agricultural C:>rnmissi?n Repori, par. 7S 



CHAPTER VII 


AGRICULTURE : LAND AND ITS PROBLEMS 

In this chapter the principal problems relating to land will be dis- 
cussed under the headings of (i) Subdivision and Fragmentation ; (ii) 
Permanent Improvements ; and (iii) Irrigation^ 

Subdivision and Fragmentation 

The idea of an optimum holding. — One of the many causes res- 
ponsible for the backwai'dness of agriculture in India and the im- 
poverishment of the ryot is the endless subdivision and fragmentation 
of land. As in manufactures so in agriculture ; there is a certain scale 
of production which gives the best result from the point of view of 
the producer. After a certain point, any fui'ther decrease in the scale 
of production makes the relation between cost and yield less and less 
favourable until profit disappears altogether. There is, indeed, also a 
point beyond which it is not profitable to increase the size of a holding, 
but throughout the discussion on which we are about to embark, this 
possibility will be ignored as being of no practical importance in India. 
§2. Unit of cultivation and unit of ownership,— When we talk of a 
suitable size for a holding, what we are really thinking of is the unit 
of cultivation and not necessarily the amount' of land held in ownership, 
though the two tend to coincide in the ryotwari tracts in India. As 
Mill points out, ' it does not follow, because landed property is 
minutely divided, that farms will be so. As large properties are perfectly 
compatible with small farms, so are small properties with fanns of an 
adequate size ; and a subdivision of occupancy is not an inevitable con- 
sequence of even undue multiplication among peasant proprietors ’ 
provided, that is, that the patrimony is not divided. Or, as Nicholson 
puts it, ‘ large estates do not necessarily imply cultivation on a large scale, 
nor does a wider system of ownership necessaiily imply small cultivation. 
The great estate may be let out in small farms, and a large farmer may 
rent land from several owners 

If a cultivator's own holding is too small for economic cultivation, 
he may rectify this by taking on lease additional land from other people.^ 
This does happen to some extent in India and we must make an allo-^v'- 

^ The treatment of the important subject of Land Tenure has been reserved ifor 
a separate chapter (ch. xii). 

“ Principles of Political Economy, vol. I, p. 149. 

* The economic benefit to the cultivator would obviously be smaller in the case 
of the leased lands than in the case of land that is owned, because rent is higher 
than assessment. 
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ance for it in interpreting the statistics relating to the size o£ holdingb 
and its economic effects. We must further allow for cases of joint culti- 
vation. We are not entitled to assume straightaway, without further 
inquir}% that every bit of land separately owned is also separately culti- 
vated. Though such an assumption may be generally true, it is* not 
invariably so. 

Another phenomenon with wLich subdivision of land is, in almost 
every case, associated in India, is that of fragmentation of land. Not 
only is the size of the holding too small but it is scattered in a number 
of tiny parcels situated at inconvenient distances one from another. 

The Agricultural Commission considered the problem of subdivision 
and fragmentation under the following four headings : (i) the sub- 

division of holdings of right-holders : (ii) the subdivision of holdings 
of cultivators ; (iii) the fragmentation of holdings of right-holders : 
and (iv) the fragmentation of holdings of aiidvators. The term 
‘ right-holders ’ is used to denote those who possess some permanent 
hereditary right in land, whether as otvners, occupanev' tenants or 
patta holders ; while the term ‘ cultivators " is used to denote all who 
cultivate land in any capacity, whether as owners, patta holders, occu- 
pancy tenants, or tenants-at-will : but not as hired labourers.^ In 
our treatment of the subject we have found it convenient to assume 
what is broadly true, namely that subdivision and fragmentation oi 
right-holders' holdings tends to be reflected in a corresponding sub- 
division and fragmentation of cultivation : and what will cure the one 
will, to a considerable extent, cure the other. 

§B. Evils of subdivision and fragmentation.— The cultivation of an un- 
duly small holding entails waste in a variety of ways. It may not task 
to its full strength even such poor equipment as the ordinary cultivator 
possesses, namely a pair of bullocks and a plough. The plots are 
sometimes so small that it is scarcely possible to turn the bullocks round 
while ploughing. The cost of maintaining the bullocks and the cultiva- 
tor himself remains the same ; it does not diminish because the holding 
is smaller than can be adequately cultivated with the help of the standing 
equipment. The yield, on the other hand, is bound to be less. More 
generally speaking, all fixed costs come to bear a larger proportion to 
the value of the product tvdth every diminution, after a certain point, 
of the size of the holding. Even as regards costs that are variable, some 
of them do not vaiv exactly in proportion to the variation in the size 

the plot. For example, the cost per acre of fencing increases with the 
diminution in the area enclosed. WTien a piece of land is too small, 
it may not be -^v'crth while incurring the expenditure for fencing against 
stray cattle. And the inability to protect the fields by proper fences will 
impose on all farmers a uniform system of cultivation. No new svstem 
of cultivation or of rotation of crops is possible because of the liahilitv 


’ Agriculiural Comniisswn Report, par. 7S 
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of a'ops to be damaged by cattle straying from the neighbouring fallow 
fields. If fencing is prohibitive, engaging watchmen would generally be 
even more so. Such a position must be disheartening in the extreme to 
the enterprising farmer with ideas. Another disadvantage attendant on 
a multiplication of small fields is the great waste of area which it in- 
volves. A great many more hedges, paths, etc., are required, and the 
total area wasted in this manner is very considerable. The smaller the 
number of individual fields, the greater wdll be the saving in the area 
available for cultivation. Again, there may be plenty of subsoil water 
in a field but advantage cannot be taken of this fact, because digging a 
well would mean wholly disproportionate expenditure considering tlie 
extremely small size of the field. It may be worth while sinking a well 
if it commands, say, four or five acres of land, but not so if the land 
is only about an aa*e or less. The employmient of labour-saving devices 
such as tractors, threshers, winno'wers, etc., is impossible for the small 
holder unless there is some form of co-operation or union of efEorts and 
resources—which, hoivever, is not easily achieved. All the disadvantages 
springing from an unduly small holding are obviously intensified in 
the holding which, in addition to being small, is also badly assembled. 
Speaking about fragmentation Dr Mann says : * It has, in fact, all the 
evils of very small holdings in that it prevents the use of machinery 
and labour-saving methods ; anci, on the other hand, of large holdings 
in that it hinders the adoption of really intensive cultivation by hand 
labour which is the great advaptage of the small holder.'^ Difficulties 
in connexion with putting up fences, protection from the invasion of 
weeds from the neighbouring fields, protection from stray cattle and 
from the depredations of thieves are common to excessive subdivision 
and fragmentation. 

There are. however, certain additional drawbacks peculiar to frag- 
mentation. It involves a greater expenditure of capital and labour and 
a smaller return than if the same area is in one compact block. It is 
calculated that expenditure of cultivation increases by 5-5 per cent for 
every 500 metres of distance for manual labour and ploughing ; from 
20 per cent to 55 per cent for transport of manure ; and from 15 to 32 
per cent for transport of crops. It is obvious that fragmentation adds 
to expenditure in all these ways. Further, it impedes cultivation, entails 
great waste of time, labour and cattle-power in going from the 
village site to the fields and from one field to another. It evidently 
makes it impossible for the cultivator to stay on his holding in the 
interests of efficient ailtivation. Very often, in order to save time, the 
cultivator tries to find a short cut through other people's fields. This, 
together, wdth disputes about boundaries and rights of way, is a fruit- 
ful source of litigation and endless quarrels among village folk. If the 
cultivator had all his land in one compact block, he would keep his 


^ Land and Lahovr in a Deccan Village^ vol. I, p. 48. 
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cattle on the farm instead of taking them 10 the village site, and this 
would mean a veiy gi'eat saving of manure. As it is, manure h^s to be 
can-ied to the field from the village dunghill and consequently much 
of it is wasted. TVhen land is excessively fragmented, irrigation often 
becomes impracticable, although suScient water may be available. 
^Vater cannot be supplied so as to reach all the little parcels into wiiich 
an individual holding may be cut 'up, and besides this there is the 
difficulty of taking the water by channels which wdli have to run through 
other people's fields. It is well known that difficulties over the channel 
along vvhicii "water is to be taken as well as over its distribution lead to 
much bickering and bad blood. 

The combined result of subdivision and fragmentation is sometimes 
to drive the land entirely out of cultivation. Br Mann sums un the 
ils as folloivs : ' This destroys enterprise, results in an enormous was- 

tage of labour, leads to a very large loss of land owing to boundaries, 
makes it impossible to cultivate holdings as intensively as ^vould other- 
w'ise be possible, and prevents the possibility of intxadncmg outsiders, 
wdth more money, as tenant farmers or as purchasers of a good agricul- 
tural property.’^ 

Case for fragmentation and subdivision.— It must not be supposed 
that all cases of fragmentation are undesirable. The lack of a holding 
in one compact block may, indeed, be due to perfectly sound economic 
considerations. The holding of land in different soil areas may be 
necessary as affording a certain amount of insurance against the vagaries 
of the seasons. ‘ In many parts of India we find that two or more staple 
■crops are growm in dispersed fields in different soil areas, so that, while 
a deficiency or an irregular distribution of rainfall may destroy one 
crop, there may be favourable returns from other fields. Indeed, the 
elaborate system of crop rotation which distinguishes Indian from 
Western farming has been possible chiefly because the holdings are dis- 
persed.'- On account of the variety of crops also there is occupation 
for the cultivator for more days in the year than may be possible on 
a compact homogeneous block. It is easy to multiply' instances of 
scattered holdings governed by considerations of economic advantage. 
In the Konkan, for instance, the cultivation of rice lands necessitates the 
possession of a certain amount of warkas land, and therefore both these 
must go together. Similarly, above the Ghats, especially on the river- 
side, it is absolutely necessary for the cultivator to possess at least a 
small strip of mali or alluvial land. It supplies him with fodder for his 
cattle and is useful in other ways. Any scheme of consolidation therefore 
must take these facts into account if it is to be successful. 

Similarly, up to a point, subdivision can be defended as leading to 

' op. cit-, p. 154, 

" Indian Journal of Economics (April 1927), Radhakama! Miikerji''s article on 
F racrionali7ation. 
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a TOdespread distribution o£ property in land and the creation of at 
large class of peasant proprietors strongly attached to their dand, re- 
cognized on all hands as conducive to economic and social stability.. 
This is a consideration ^vhich must be borne in mind in framing schemes^ 
for the enlai'gement of the present holdings in India. Large estates and 
capitalistic farming on the lines of the English model -would not be 
suitable to Indian conditions. Small-scale farming and a strong class, 
of peasant proprietors are the ideals to be aimed at. 

When, however, we decry subdivision and fragmentation, v/e have 
in mind instances -where justifications and extenuating circumstances, 
such as these are altogether absent and the evils have reached an intoler- 
able stage. 

$5. Extent of the evil in India. — i. Subdivision of holdings of right- 
holders. Let us now try to realize the extent of the evil wdiich is to* 
be found in nearly all parts of India.^ In the thickly populated 
area of Bihar and Orissa, the tenant holding averages less than half an 
acre though the average per cultivator is 3 • i acres. In Bengal, die 
cultivated area amounts to scarcely 3-1 acres per cultivator. The very 
rights which the cultivator has in his land and which have been secured 
for him by special tenancy legislation make the cultivator stick like a 
limpet to his petty holding and prevent him from going in search of 
work in industrial centres except in the last extremity. In Assam, the ' 
size of an, average holding is no more than 3 acres, while in the United 
Provinces it is only 2*5 acres. A special inquiry into 2,397 villages in 
the Punjab disclosed that 17*9 per cent of the ‘owner’ holdings were 
under 1 acre ; a further 25 • 5 per cent were between 1 and 3 aa'es ; 
14-9 per cent between 4 and 5 aa*es, and a further 18 per cent between 
5 and 10 acres. The holdings under 1 acre were the subject of special' 
inquiiy, and it was found that a large number were agricultural holdings.. 
In Madras and Bombay, the average area of the holding is small, and’ 
many of the holdings are less than 2 or 3 acres, so that effective cultiva- 
tion is impossible. The proportion of holdings under 1 acre is high. In 
Bombay, Sir Chunilal Mehta showed, in his speech on the Bombay Small 
Holdings Bill,- ho^v in all Divisions holdings were ina'easing faster than 
the area occupied and how this tendenc}^ was particularly noticeable in- 
holdings of 5 aa'es and less. According to Dr Mann, the average size 
of the holding in the village of Pimpla Soudagar in the Poona District 
appears to have been as much as 40 acres in 1771 ; in 1818, it had come 

^ In connexion unth the evil of fractionalization, statistics of the acreage per head 
of population are sometimes given. If we divide the total sown area in British India 
by the total population we get a quotient of a little over 1*4 acres per head. This 
indicates the intensity of the pressure of the population on the soil, but is not directly 
relevant to the problem of subdivision and fragmentation. It shows that too many 
people depend on land, but it is not directly informative as to the extent to which 
the land is fractionalized. 

* 8 October, 1927, 
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down to 17I/2 acres ; from 1820 it long remained siable at 14 acres bnt 
by 1915 was reduced to 7 acres. ‘It is evident', says Dr Mann, 'that 
in the last 60 to 70 years the character of land holdings has altoeether 
changed. In the pre-British days, and the early dav> of the British 
rule, the holdings were usually of a fair size, most frequently more than 
9 or 10 acres, while individual holdings of less than 2 acres were hardly 
known. Xow, the number of holdings is more than doubled and 81 per 
cent of these holdings are under 10 aares in size while no less than 
60 per cent are less than 5 acres.' ^ 

//. Subdivision of cultivation, Subdivision of cultivation is even 
more pronounced, mere cultivators being more numerous than right- 
holders. A large number of people resort to agriculture for bare sub- 
sistence in the absence of any other means of livelihood. In the Punjab, 
22*5 per cent of the cultivators cultivate 1 acre or less ; a further 15*4 
per cent cultivate between 1 and 2*5 acres; 17*9 per cent between 2-5 
and 5 acres; and 20-5 between 5 and 10 acres. In the Census Report 
of 1921,- the number of cultivated acres per ciiltivator is given as 
follows ; 


Bombay 

12*2 

Madras 

•• 4-9 

Punjab 

• • 9-2 

Bengal 


Central Provinces 


Bihar and Orissa 


and Berar 

8-5 

Assam 

• • 3-0 

Burma 

•• 5-6 

United Provinces 

•• 2.5 


IlL Fragmentation of holdings of rig/zt-Zzo/ders.— Fragmentation is 
a normal accompaniment of division of property according to the laws 
of inheritance, so that very few of the holdings are in one compact block. 
For example, in the Bombay province there are about three to four plots 
per holding. In the village of Pimpla Soudagar, Dr Mann found that 
156 owners had between them no less tlian 729 plots of which 463 were, 
less than 1 acre, and 211 were less than a quarter of an acre. In Rama- 
giri, the size of individual plots is sometimes as small as 0-00625 of an 
acre, or 30^4 square yards ; in the Punjab, fields have been found over 
a mile long and but a few yards wide, while areas have been brought 
to notice where fragmentation has been carried so far as effectively tO" 
prevent all attempts at caiiivation. 

IV, FragmeJitation of cuUivation—FTcigmentztion of cultivation is 
a far more serious and more extensive evil than fragmentation of holdings, 
and is caixied to greater extremes. In Pimpla Soudagar Dr Mann found 
that 62 per cent of the cultivators" plots were below 1 acre and in 
Jategaon the percentage was 31. Ramlai Bhalla found that in the village 

^ op. cic., p. 46. 

^ For figures illustrating the growing tendencv towards subdivision, see Wadia 
and Merchant : Our Economic Prbhlem, pp. 16S-74. 
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of Bairampur in the Piinjah, 34-5 per cent of the cultivators had over 
25 fragments each. This is typical of a tvidely prevalent situation.^ 

§6. Causes of subdivision and fragmentation. — Various causes have 
been put fortvard to account for the evil of excessive subdivision and 
fragmentation. One of these is the growth of the spirit of individualism 
which is responsible for the break-up of the joint family system. Joint 
cultivation is no longer as common as it used to be. The insistence on 
partition by metes and bounds, and separate cultivation, are much more 
frequent than in the old days. This spirit of individualism has been 
further assisted by the emphasis which English judges administering law 
in India have placed on pilvate property and individual rights. Again, 
tliere ai*e those who consider that the Hindu and Muslim laws of 
inheritance and succession and the customs associated with them are 
the caiisa causans of subdivision and fragmentation. It is easy to 
see licw the size of the family holding would diminish with every 
division of the ancestral property. Subdivision, however, is also nor- 
mally accompanied IBy fi'agmentation, because each sharer insists on 
obtaining a fractional share of each kind of land in every plot instead 
of being satisfied with one compact block.- The aim in such a system 
of partition is to ensure perfect equality of the shares. The same idea 
underlay the open-field system in medieval Europe under which strips 
were intermixed and scattered in order to divide equitably the good 
and the bad, the well- and ill-situated fields. But in India, this apparent- 
ly equitable mode of division is carried to an extreme and is often 
vitiated by motives, not of equalizing advantages, but those rooted in 
jealousy and suspicion.^ 

As against the theory that the laws' of inheritance and succession are 
primarily responsible for the evil, it has been argued that these laws 
have been in existence for hundreds of years, but that the evil which 
they are supposed to have caused is comparatively modern.^ It must, 
i however, be admitted that in the absence of these laws the evils we are 
•discussing would not have manifested themselves on the present scale. 
The laws permit any one of the co-sharers to separate out his share if 


^ See Agricultural Commission Report, pars. 119-22. 

=* The result of this custom is that each plot is subdivided into as many plots 
a? there are heirs, so chat the number of fragmented holdings increases and is 
•equal to the number of co-sharers. 

What are the reasons for the increase of fragmentation, generation after 
generation, even without any material increase of the population? The reason is 
chiefly the terrible jealousy . . . among the brothers in almost every agricultural 
family. Each one will abate no chance to take advantage of the others. They 
^ill go so far as to fight over the partition of honey on the branch of a tree ; 
they have even been known to fight over the partition of the shade of a tree 
not its fruits nor its branches. —F. G. H. Anderson’s speech, Bombay Legislative 
Council debates on the Small Holdings Bill, 10 October 1927. 

Wadia and Joshi, op. cit., p. 344. 
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he chooses to do so. The desire to seek pai-tition may be due lo other 
causes but, given the will, the laws showed the way. ^Ve have already 
referred to the growth o£ the individualistic spirit as one of the causes 
-why the tendency to insist on a partition is stronger today than it used 
to be. But this tendency finds actual expression through the laws ot 
inheritance and succession. Instead of saying that these laws are the 
causes of subdivision and fragmentation, it would perhaps be more accu- 
rate to call them the instruments or the means by w'hich continuous 
subdivision is effected. There is no compulsion to make use of the 
means, but it lies ready to hand w'henever it is desired to put it into 
operation. It is true that in the old days it was not so frequently re- 
quisitioned as at present, but it is not true to say that the operation o»£ 
these law^s Tn the past did not lead to subdivision o£ holdings b- We 
must rather say that their operation wns rarely allowed, the joint family 
being the rule ; whenever it was alloived, it inevitably led to subdivision- 

increase of population since the establishment of British rule is 
advanced as another cause. Inorease of population would mean an 
increase in the number of heirs. But this in itself would not cause 
subdivision, unless there were other causes impelling the heirs to seek 
an out-and-out partition and break the joint family tradition in a way 
that wns not common in the old days. So long as there w^as a good 
deal of unoccupied land, as for example in the Canal Colonies in the 
Punjab, this enabled the additional numbers to be provided for with- 
out subdividing land already occupied.- But wmen practically all the 
land that could easily be brought under the plough w^as occupied, the 
position became different and the only escape from subdivision was in 
joint cultivation -which, as we have already hinted, became less and 
less common.^ 

The decline of the handicrafts due to the competition of machine- 
made goods is also regarded as one of the major causes of fragmentation. 
It is worth while, in order to clear our ideas on the subject, to try to 
understand the precise modus operandi of this alleged cause. 

As we have seen, the artisans attached to the village usually possess- 
ed some land in the village. Those of them whose position steadily 
deteriorated owung to the competition of machine-made goods fell back 
on their land as the only resource. The family holding having become 
the -sole means of support, its importance rose in the eyes of those who 

^ Wadia and Joshi, op. cit., p. 244. 

' What we have in mind here is the subdivision of land already occupied and 
the average area held by each right-holder. The intrusion of new petty holders 
(for example money-lenders) in a village may reduce its average size of holding 
without affecting the position of ancestral holdings. — See Agricultural Commission 
Report, par. 119. 

• The dissolution of the joint family, according to .Anderson, has become especial- 
ly marked since 1886, owing to the operation of the Income Tax .Act. — See Bombay 
legislative Council debates on the Small Holdings Bill. 
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had a claim on it. The system of sharing the product of joint cultivatioi^ 
among the co-heirs according to the need of each probably began tc^ 
appear unfair to those ^vhose needs were smaller and who therefore ab- 
sorbed a smaller share of the total product. The feeling of jealousy 
engendered in this manner possibly militated against the maintenance 
of the plan of common cultivation, and subdivision resulted. The land 
that may have been affected in this manner, however, must obviously 
have been negligible in amount. 

As regards the artisans in the towns, they did not as a rule possess 
any land. 'When, owing to competition of machine-made goods, they 
lost their vocation, they became landless labourers. This may be looked 
upon as a cause of the increase of pressure on land but could not have 
had any direct influence on the division of the land. It is possible that 
some of the urban artisans migrated to the villages and bought or occu- 
pied a small piece of land which was uneconomic from the very beginning 
or became so in due course owing to the operation of the law of in- 
heritance. It is, however, improbable that the artisans, who were driven 
to the land because their original occupation had ceased to be remunera- 
tive, should have ordinarily commanded sufficient savings or credit to* 
enable them to purchase land. In any case, unless the land so acquired 
was a slice out of an originally larger piece of land, the position so far 
as subdivision was concerned would remain the same as before. If, on 
the other hand, new land was occupied, this would add to the original 
number of holdings ; it would not accentuate the subdivision of holdings* 
that already existed. On the whole therefore we may hazard the state- 
ment that while the decline of the handicrafts resulted for the most part 
in an increase of landless labourers, its influence in the direction of in- 
creasing subdivision and fragmentation of holdings was not very great. 
In so far, however, as the handicraftsmen were turned into tenants, their 
demand for cultivable land must have resulted in greater subdivision 
and fragmentation of cultivation. 

It is nevertheless possible to establish a causal connexion between 
the failure of industry to expand in proportion to the increase of popu- 
lation on the one hand, and extreme subdivision and fragmentation of 
holdings on the other. If the increase of population in recent times 
had been accompanied by a commensurate development of manufacturing 
industries, the superfluous population on the land would have been 
absorbed by it. If the family became too numerous to be maintained 
comfortably on its holding, some of the members would have moved to- 
the industrial centres, leaving the rest to cultivate the family holding 
and enjoy the fruits of their labour. The legal right on the family land 
of those who left the \dllage would remain. But if the employment in 
industries gave them the means of a decent existence, thei'e would be 
a readiness on their part to forgo their claims on the income from the 
family land in favour of those who remained on it. Unfortunately, such 
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a development failed to take place ; population increased and the in- 
crease instead of flowing into industries flooded back on the land, and 
owdng to the loosening of the bonds of the joint family and the develop- 
ment of separatist tendencies, resort to the law of inheritance became 
more and more the rule. Thus, paradoxically enough, wdth the increase 
in the pressure of economic disability, people adopted a course of action 
which resulted in adding to, instead of lessening, their embarrassment. 
Land was now their only resource. One would have thought that there 
w’as all the more reason, therefore, to make the most profitable use 
of it. But instead of treating it with the utmost care and consideration, 
it was cut up and mutilated in a most reckless and suicidal manner. 

To sum up, then, w^e may say that inorease in population, lack of a 
corresponding expansion of industry, the dissolution of the joint family 
and the grow^th of the individualistic spirit—all these factors assisted by 
the laws of inheritance and succession— must be regarded as the main 
causes of excessive subdivision and fragmentation of holdings. 

^V'hen the evil reaches an intolerable stage certain automatic remedies 
may come into effect. For instance, the excessively small holding may 
be either sold or let out by the owner. But such instances are not 
sufficiently common and do not affect the main problem to any appreci- 
able extent. must therefore recognize its existence in a serious form 
as established and proceed to discuss the possible remedies. 

?7. The problem in foreign countries. — The problem is by no means 
peculiar to India. Other countries have also had to face it and they have 
done so in a variety of w’ays. The experience of countries like France, 
Switzerland, Belgium, Germany, Denmark and Japan has proved that 
voluntax}^ agreements among the peasant-proprietors are not equal to the 
task of securing compact and reasonably-sized holdings and that therefore 
remedial legislation is necessary. Such legislation has been adopted in 
most of the countries concerned and has involved the follotving prin- 
ciples : (i) compulsory expropriation of existing holders ; (ii) compulsory 
reconstitution of holdings at the instance of a certain fraction of land- 
holders or in some cases without it ; (iih subsequent indivisibility of 
Reconstituted holdings ; (iv) exemption of the holding from seizure for 
debts ; (v) prevention of the reconstituted holding from being combined 
with other holdings.^ 

§8. What is an economic holding? — In India, attempts have been made 
in recent times to tackle the problem both on a voluntary basis as w-ell 
as by the method of legal compulsion. Whatever the basis adopted, 
one of the questions that has always to be faced is the meaning of the 
term ‘ economic holding \ Several definitions have been suggested. 
Keatinge understands by an economic holding, " a holding wfrich allows 
a man a chance of producing sufficient to support himself and his family 
in reasonable comfort after paying his necessary expenses,’ and he goes 

' G. Keatinge, Rural Economy in the Bomoay Deccan, pp. 52-3. 
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on to remark that, * in the Deccan, an ideal economic holding would 
consist of (sav) forty or fifty acres of fair land in one block wdth at 
least one good irrigation well, and a house situated on the holding. The 
desirable area would vary greatly in different pai'ts according to circum- 
stances. A gardener in the Surat District with three acres of good garden 
land can support a family in comfort, while in the dry part of the 
Deccan with poor soil thirty acres might not suffice. Between the ideal 
economic holding and the obviously uneconomic holding there are 
manv sradations ; but it would not be difficult to fix a standard for 
any tracr/^ Dr Mann defines an economic holding as ' one which will 
provide for an average family at the minimum standard of life considered 
satisfactory Stanley Je\ons, wdth reference to conditions in the 
United Provinces, desiderates about thirty acres for a model holding. 
His objective is to ensure to the farmer not only a ‘ reasonable mudi! 
less only a ‘ minimum standard but a ‘ high standard * of living. 

Before we pursue the question further, w’e might as well point out 
that the definition of an economic holding will vary according to a 
number of factors; for instance, whether w^e are thinking of gross re- 
turns or net returns, whether the capital available is ample or 
strictly limited, etc. It would further depend on the nature of the 
methods of agricultural production, on whether cultivation is extensive 
or intensive, on the quality of the soil, on the presence or absence of 
irrigational facilities, on the crops raised, and so on. 

This being understood, let us try to attach a precise connotation to 
the term * economic holding'. Taking the case of an average family, 
we rnight say that the amount of land which would give the most pro- 
fitable employment to the capital and labour that it commands w’ould 
be the ideal holding. All kinds of factors have to be weighed, not ex- 
cluding the possibility of employing the available capital and labour or 
a part of it in employment other than agriculture, the distribution of 
the capital and labour bet^veen agriculture and other occupations being 
determined on the principle of equimarginal returns. The object aimed 
at here would be the highest possible net return for every unit of capital 
and labour engaged in agriculture. 

But some of the assumptions ordinarily made cannot be realized 
under actual conditions in India, especially as the sissumption that 
labour is perfectly mobile as between agriculture and other occupations 
either within or without the village is not valid owing to the absence 
of rural industries and the inadequate development of manufacturing 
industry in urban areas. So far as Indian conditions are concerned, we 
have to assume that the labour which an average cultivator's family 
commands is practically not transferable to activities other than agri- 
culture and that it is unconditionally available for agriculture alone. 


^ op. cit, pp. 52-3. 


=* op. cit., vol. II, p. 43, 
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The idea of an economic holding vrili perhaps be more easily grasped 
i£ v:e take a numerical example. 

Let us take an average family consisting of 5 members and, as our 
unit of labour, the labour that such a family can supply.^ Similarly, 
let us define as our minimum unit of capitafi a pair of bullocks and 
a plough. These assumptions squai'e -^veli udth prevalent conditions in 
India. Let us novv suppose that this family possesses a holding or 
5 acres on "which a gross income of Rs. 150 can be obtained with the 
available labour and capital. Deduct from this the cost of maintaining 
the pair of bullocks, say, Rs. 40, and other costs amounting to, say, 
Rs. 20. This leaves the family with a net income of Rs. 150—60-90.- 
Let us assume that a plough and a pair of bullocks together with the 
labour supplied by our average family can satisfactorily cultivate 20 
acres. If therefore the family possesses a holding of 20 instead of 
5 acres the result will be as follows : gross yieldnzRs. 600 ; cost of main- 
taining the pair of biillocksnrRs. 40 as before ; other costs about Rs. 80, 
that is, four times as much as before (though the likelihood is that the 
increase in the other costs "svdll be less than exactly proportionate to 
the increase in the acreage). This leaves us with a net income of 
Rs. 600—120=480. 

Let us assume that there axe four such families A, B, C and D, each 
'possessing 5 acres of land and each cultivating its holding separately. 
Each spends Rs. 60 (Rs. 40 for bullocks and Rs. 20 for other expenses‘^ 
and gets Rs. 150 gross income and Rs. 90 net income. 

Supposing they agree to cultivate jointly the whole area or 20 aa'e^, 
which, they oivn betw'een them, they will then be able to dispense with 
three pairs of bullocks and will save Rs. 120 in the aggregate on that 
account. Assuming the same labour, that is the labour of only one 
family, is applied as before, the result w’ill now" be Rs. 600 gross income, 
out of w’hich w^e deduct Rs. 40 for the bullocks and Rs. 80 for other 
expenses, -which gives a net income of Rs. 480, and the share of each 
family is Rs. 120 instead of Rs. 90 when each cultivated its holding of 
5 aa-es separately. Every' family thus increases its income, although 
labour employed in the aggregate is now^ only one-fourth of w’hat it was 
before, because according to our hypothesis 20 acres are required to 
occupy fully the labour supplied by one family. 

The question, however, arises as to w'hat is to be done with the extra 
labour that is available. It cannot find alternative employment in other 
occupations, because ex hypothesi there are none such. The choice is 
between agricultural work or no ivork. In these circumstances, some 
of the extra labour may as well be employed on the land, so long as 

^ * The unit of economic life in India is the family and not the individual/ — 
J. C. Jack, Economic Life of a Bengal District, p. 8. 

■ These figures are, of course, purely illustrative, but the substitution of any 
other 6gures ‘will not affect the argument in any vray. 
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it results in some increase of the product, though the increase may not 
be proportionate to the addition of the labour units. Let us suppose 
that the eroployaient of the surplus labour ina'eases the gross yield by 
Rs, 200. The position now is : (gross income Rs. 800)— (expenses Rs. 120) 
~ Rs. 680 net income. 

Let us now exhibit these cases in their order of merit:— 

L stands for one unit of labour (that is one a^^erage family). 

C stands for one unit of capital (that is a plough and a pair of 
bullocks). 

Case L 1L4-1C-1-20 acres; net income — Rs. 480; income per 
head of the family = - -f- — Rs. 96. 

Case II. 4L iC — 20 acres ; net income — Rs. 680 ; income per 
head ~ Rs. Rs. 34. 

Case III. 4L-i-4C-]-20 acres : net income = Rs. ^60 ; income per 
head Rs. ~ Rs. iS. 

The best result is thus reached if a holding of 20 acres is combined 
with one unit of labour and one unit of capital. This is our economic 
holding:. Anv airangemeni bv which the ratios between land, labour 
and capital differ from those in the ideal holding thus defined tvill 
result in uneconomic holdings and reduce the income per head of the 
producers. The uneconomic holdings -will be more and more economic 
in the measure in which the ratios are altered in the direction of the' 
proportions in the ideal holding. Case I gives the best results from 
the point of view of the producers, provided the surplus labour of thi'ee 
families can be turned to some remunerative occupation other than 
agriculture. But if conditions are such that all the families depend 
exclusively on the 20 aa'es of land. Case II gives the best arrangement, 
because in Case I the total net income available for the four families 
is Rs. 480, whereas it is Rs. 6S0 in Case II. Nevertheless, this does not 
alter the fact that Case I gives the ideal proportions between land, labour 
and capital, so that given 4L, the best combination Tvould have been 
4L-}-4C-|-8 o acres. But as we have only 20 acres available, we have 
to adopt the next best aiTangement as in Case II, which incidentally 
brings out the fact that joint cultivation, to some extent, remedies 
the evil of excessive pressure on land. 

It will be noticed that this method of envisaging the problem of 
defining an economic holding is less open to objection than that implied 
In some of the current definitions which we have given above. The 
expressions ‘ reasonable comfort ' minimum standard ' as well as a 
^ high standard ’ are all vague and ambiguous. If, on the other hand, 
we say that the end to be achieved is so to arrange the relation between 
land, labour and capital that it will lead to the greatest possible ad- 
vantage to the producers, we get out of this difficulty. The greatest 
economic advantage mav enable the cultivator to maintain a very high 
■standard of life or may fall short of w'hat is deemed to be required 
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'3veii for a minimum standard. For example, ihe income per head of 
Rs. 96 in Case I above is not, it may be contended, enough lor a decent 
standard of comfon. But all the same, it is the highest attainable. 

It is possible that in spite of the best combination that tve are able to 
achieve between land, labour and capital, the result may not be wLoIiy 
satisfactory. For this other remedies must be adopted, such as more 
efficient methods of production, better mai'keting facilities, etc. The 
creation of economic holdings is intended to ameliorate the inot’s posi- 
tion only in so far as it can be ameliorated by one particular method, 
naniely, by putting him in possession oi a reasonable-sized holding ; it 
dees not promise to create a new heaven and a new earth for him. It is 
not a conijdete solution of the problem ot the ryot. It is ordy one of the 
niaiiv lines along which that oroblem must be attacked. 

{9. Remedial measures. — Let us notv proceed to notice the remedial 
measures hitlierto adopted or proposed lor coping tvith the e'V'il of 
subdivision and fragmentation in India. Under the auspices of the 
Co-operative Department interesting experiments in consolidation of 
scattered holdings by the formation of co-operative societies on the basis 
of persuasion and propaganda have been made in the Punjab with 
striking results since the ^vork first began in 1920-1 on the commendable 
initiative taken by Mr H. Calvert. About 13 lakhs of acres {put 01 the 
' whole cultivated area of a.bout 30 million) were thus redistributed by 
the end of October 1941.^ The total number of Co-operative Consolida- 
tion of Holdings Societies in the province was 1,477 
July 1939. The pace of consolidation is inareasing and has been ac- 
celerated owing to the Consolidation of Holdings Act passed in November 
1936, allow’ing compulsion to be applied to a small and stubborn 
minority. The effect of consolidation of holdings, so far as it has been 
achieved, has been beneficial. Land has become more productive ; 
areas formerly uncultivated owing to excessive fragmentation have been 
brought under the plough ; litigation and quan'els have decreased and 
a keener desire for improv^ement is in evidence. The province of the 
Punjab, howe^'e^, is in some respects exceptionally well suited to such 
co-operative activity resulting in consolidation on a voluntary basis. 
For one thing, its villages are more homogeneous as regai'ds land as well 
as population. Secondly, lands in the canal colonies being comparatively 
recentlv brought under cultivation, consolidation has been more easy to 
effect in their case. Thirdlv, consolidation is also facilitated by the com- 
parative simplicity of tenure.- Even under the best of conditions, 

^ Address presented by the Punjab Co-operative Union to the Governor of the 
Punjab. 3 Kovember 1041. 

" For a discussion of the advantages of consolidation and the difnculties ex- 
nerienced in the course of the work, see the paper on ‘Consolidanon cf Land Hold- 
ings in the Punjab’ by K. M. Bashir Ahmad Khan, Proceedings of the First Cotz- 
^erer.ce of ihe Indian Society of AgticuliuraJ Economics {1940's pp. 5S-44. 

1—13 
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however^ the pace o£ the movement for consolidation is bound to be slotv, 
and, further, there is no guarantee that in the future the work of consoli- 
dation will not be undone. One of the difficulties encountered is that 
consolidation costs more money than the people are at present ready to 
pav. A h-equent complaint is that those who are powerful and influential 
in the localitv manage to get the best land for themselves. The Punjab 
experiment, again, addresses itself only to the problem of fragmentation 
and does not aim at checking subdivision. 

The lead given bv the Punjab has been followed by a few odier 
provinces, notably the Central Province and Berar (see below), the 
United Provinces, and Indian States like Baroda. In the United Pro- 
vinces the total area consolidated under the auspices of Co-operative 
Consolidation Societies based on the Punjab model (of which there 
were 1S2 in 1939-40) amounted to 77,672 pacca bighas. The number of 
plots on repartition were reduced by more than one-tenth. With the 
enactment of the Consolidation of Holdings Act (1939) the activities 
of these Societies have not come to an end. As in the Punjab, consolida- 
tion under the .-let and on a co-operative basis go on in different areas, 
side bv side.i iMadras has made a small beginning and had 22 Societies 
for the Consolidation of Holdings in 1939-40.2 

Permissive legislation has been tried in India and found wanting.. 
Baroda introduced such legislation in 1920 but, as Sir Manubhai Mehta 
admitted in his presidential address before the Bombay Provincial Co- 
operative Conference (1926), the law has remained a dead letter on 
the statute book. The plan of voluntary action has failed even in the 
advanced countries of the West, which have been obliged to introducc- 
compulsory legislation. Some useful tvork has been done by Consolida- 
tion Societies (of which there were 79 in 193S-9) in the Baroda State. 

The experiment of consolidating holdings in the Central Provinces- 
deserves notice. In that province, in addition to co-operative consolida- 
tion of holdings as in the Punjab, legislation for compulsory con- 
solidation, the Consolidation of Holdings Act, was passed in 1928. The 
Act, which was to be applied to b^in with in the Chhattisgarh 
Dhision only, gives power to not less than half the permanent right- 
holders. holding not less than two-thirds of the occupied area in a 
village, to combine in a scheme of consolidation, which when confirmed 
becomes binding on all the permanent right-holders in the village and 
on their successors. In the few' years during which the Act has been 
in operation, more than 500,000 acres of land parcelled out into- 
thousands of small holdings have been consolidated at a cost of only 

Refort of the Registrar on the working of Co-operative Societies in the Unitei 
Provinces (1939-40), par. 44. and article by B. Mukherji in the Indian Co-operative 
Review (October-December 1939), pp. 

= See Report of the Registrar on the working of Co-operative Societies in 'Madras 
(1939-40), par. 32. and article by K. C. Ramkrishnan in the Indian Co-operaUve 
R&vie^jL^ (October-December 1930), pp. S37*4i* 
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four annas an acre. The C. P. Government have claimed a numbei oi 
benefits for consolidation, such as economy of time and labour, introduc- 
tion of improved varieties of a'ops and implements, fewer disputes on 
account of encroachment, increase in the gross produce, and regainirii 
of much cultivable land followinor realignment of field bunds. It 
also claimed that the realization of the good effects of consolidation 
has supplied a healthy, though voluntary, corrective to minute frag- 
mentation subsequent to consolidation. A similar Act, as pointed out 
above, was passed for the Punjab in November 1936, and for the United 
Fro\'inces in 1939.^ 

In the Punjab canal colonies, subdivision has been checked by restric- 
tions on alienation and, in the case of certain grants, by the limitation 
of succession to a single heir. This has not, however, seiwed to prevtin 
subdivision of cultivation. 

In Baroda State, apart from voluntary action through the Co- 
operative Societies, fragmentation is sought to be checked by other 
methods such as the Prevention of Fragmentation of Agricultural Hold- 
ings Act (1933), which gives neighbours and co-paixeners the right of 
purchase of the adjoining lands, and by the action taken by Heveniie 
Officers under the Land Revenue Code and by Civil Courts to enforce 
the provisions of the Partition of Property Act, whiclr prevents partition 
of large holdings below prescribed limits. All together, however, the pro- 
gress made so far has been very slow.- The Egyptian custom has been 
suggested for Muslims, whereby, although land is normally divided 
among the heirs, it is actually left in the hands of one to cultivate 
on behalf of the whole number, or may be handed to trustees to manage 
for all. Joint farming of the inheritance without partition has been 
advocated for the Hindus, 

Mere refusal on the part of the Government to recognize un- 
economic holdings is not enough as is seen by the experience of Bombay. 
The farmers of the Joint Report, on w^hich the Bombay ly'otwari system 
is based, apprehended the evil of subdivision and were responsible for 
the inclusion in the Land Revenue Code of Section 98, according to 
which no surv^ey number was to be of less extent than certain minima 
fixed from time to time for several classes of land. But this provision 
w’as ineffective in preventing the partition of land beyond the minima 
prescribed and the holding of it as separate plots. The law courts re- 


^ For an interesting review of the inquiry recently made by die Rr.scrv^ Same 
of India regarding the problem of consolidation of holdings in the several provinces 
in India, see paper on ‘Consolidation of Agricultural Holdings’ by K. G. Ambegaokar, 
I.C.S., read at the First Conference of the Indian Society of Agricuitura! Economics 
(1940). Proceedings, pp. 25-35. 

^ See article by T. M. Desai, Registrar of Co-operative Societies. Baroda. in 
the Indian Co-operative Review (Ociober-Becember I959\ pp. 53 <^' 4 - 
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cognized such divisions and therefore Section 98 had to be repealed, and 
at present the Record of Rights recognizes the minutest subdivision. 

MO. The Bombay Small Holdings Bill of 1927 .— In October 1927 the 
Small Holdings Bill ^^vas introduced in the Bombay Legislative Council 
by the Hon. Sir Chunilal Mehta. The first part of the bill proposed 
the creation of machinery for laying down, according to local conditions, 
a standard unit, being the minimum extent that can be cultivated pro- 
fitably as a separate plot. All existing plots below this standard were 
to be declared fragments. The bill aimed at stopping further subdivision 
of old fragments and creation of new ones and promoting consolidation 
of holdings. The second part aimed at consolidating existing frag- 
ments for more profitable cultivation. 

The bill involved a certain amount of compulsion. But in the 
words of Stanley Jevons ‘it is a peculiar and most important sQciplogical 
fact that the laws and customs regulating owmership and use of land 
have a stronger tendency to persist than any other characteristic of 
society and therefore are difficult to alter by any other extraneous action 
than the force majeure of the latv 

Another criticism was that the bill contravened the law of inheri- 
tance and the principles on which Indian family life is based. It may- 
be pointed out, how’ever, that the bill tried ‘ to alter the method of 
partition, rather than the law on which partition is based h In any 
case the law is after all man-made and if it is seen to be mischievous 
in its tendency, the only sensible thing to do is to alter it. 

The criticism, however, which was most frequently heard was that 
the bill would involve extensive expropriation and the creation of a 
large landless proletariat. This was based on the assumption that the 
standard holding would be fixed at a figure very much higher than the 
present average holding of a cultivator. The bill, hotvever, contemplated 
the creation of ‘ profitable holdings ’ and not of ‘ economic holdings ‘. 
The standard unit wras defined as the minimum necessary for pro- 
fitable cultivation and not for an economic holding. The profitable 
holding contemplated would be very much lower than, for example, the 
economic holding as we have defined it. 

Assuming that the standard unit had been fixed at a very moderate 
figure, many of those wffio would have had to part with land under the 
new law by way of lease or sale were likely to be people whose holdings 
^veTe so small that they could not possibly live by them alone and who 
therefore w^ere not whole-time agriculturists. The little fields such 
people possessed w^ere a source of loss in so far as they prevented proper 
attention being devoted to the occupation which w^as their owners" 
principal source of livelihood. The holders, in these circumstances, 

^ Quoted by Sir Chunilal Mehta, Bombay Legislative Cd'uncil debates, October 
1027. 
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Avould be better off if they sublet, and while enjoying some profit irom 
the land they would still own, they would not waste time and incur lose 
by cultivating it in person.^ 

The critics of the bill also lost sight of the probability that it would 
act as a deterrent to reckless subdivision, and thus the question of 
expropriation w’ould not arise in many cases. 

The bill was referred to a select committee which reported in May 
2928, introducing certain minor amendments to make it more acceptable. 
But, owing to determined opposition in the Council and outside, it had 
to be postponed indefinitely. 

The Agricultural Commission utter the warning that, in tackling 
the problem of subdivision and fragmentation, great caution and 
the utmost possible consideration of the opinions and prejudices 01 
the people affected are necessary. An element of compulsion may 
be inevitable, but compulsion should not be regarded as dispensing 
with the need for the most scrupulous attention to the wishes of the 
people. It should be reserved till the latest possible stage of a proposed 
scheme for consolidation and might be applied to secure for the majority 
the advantages which an obstinate minority might otherwise vrithhold. 
The state should undertake propaganda w’ork, and difficulties should 
not be allowed to become an excuse for inactivity. State action in 
favour of consolidation should be taken in a gradual manner where it 
is introduced under a permissive Act. Special areas should be selected 
for notification under a permissive Act and full inquiry should be 
made into the opinions of the right-holders before any measure of com- 
pulsion is introduced.2 

The creation of economic units of cultivation is an urgent reform 
of the most fundamental character. Failing it, whatever else has been 
attempted so far to relieve the poverty of the masses has invariably 
turned to dust and ashes. The attitude of the Royal Agricultural 

Commission as indicated above, and, much more, the attitude of 

the different provincial governments on this important question, ha*^ 
been much too vacillating and fainthearted. It must be remembered 
that salvation can come only through a radical reorganization 

of our village economy and the problem needs to be tackled with 

boldness and vision. The experience of the recent w’ar and the post-war 
period has proved, if proof was needed, that the Indian masses can take 
a great deal of regimentation and regulation even if some of it seems 
to them to be wholly evil and tyTannical. There is therefore no 
substantial ground for supposing that, in spite of some initial resistance 
based on ignorance and unreasoning fear, thev will not acquiesce and 
eventually welcome reforms which constitute the indispensable founda- 
tion of solid and enduring economic w^elfare. In this connexion 

^ F. G. H, And<;rson's pamphlet on the Bombay Small Holding? Bill. 

“ Agricultural Coynfnission Report, par. 127, 
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mention may be made or a recent book. Poverty and Social Change^- in 
which the author advocates the inti'oduction of a system under which, 
while the entire village land would be taken over for joint management 
and cultivation, all existing rights in the land would be adequately 
allowed for and the principle of ownership and inheritance would be 
retained and respected. Mr Tarlok Singh claims for his plan that it 
is democratically conceived and points the '^ray to peaceful change and 
as such is much to be preferred to tlie Russian plan of full and 
immediate collectivism involving liquidation of ail rights in the soil 
and a complete break with the past. The author believes that with 
its agiicultural economy reorganized on these lines, the village could 
be made to function as a major base in a modernized industrial structure, 
that a fruitful integration between rural and industrial economy could 
be brought about, and that the rural population would be enabled to 
pai'ticipate actively in the process of industrialization from which it 
would derive direct and substantial benefit. It is admitted that the 
effective organization of agriculture as visualized in this scheme of joint 
village management, will throw' out of employment a large portion of 
the village population (estimated by the author at 15!/^ millions) but, 
it is suggested, simultaneous planned expansion of industries would 
be capable of comfortably absorbing this surplus population disengaged 
from agriculture. x\lthough Mr Tarlok Singh states that the central 
ideas of his- scheme ‘ took shape gradually over a period of six or seven 
years largely as a result of personal experience as a district official in 
the Punjab ' and that almost every one of his ideas has been tested in 
discussion with peasants, many of the practical suggestions being made 
by the villagers themselves, it is certain that any attempts to put such 
a scheme into actual operation wdil cause considerable trepidation and 
nervousness, at least in the beginning, among those concerned. But 
unless radical remedies like these are applied with courage and 
resolution Indian agriculture will ever remain in a depressed condition 
and the problem of rural poverty will continue to defy solution. 

Permanent I:mprovements 

§11. Absence of permanent improvements and its consequences. — 

One of the most striking contrasts betw^een Western and Indian farming 
is that in India there is an almost entire absence of permanent improve- 
ments on the land. Speaking about conditions in the Bombay Deccan, 
which hold good, more or less, for other parts of India as well, Keatinge 
observes ; ‘ In the western portion some careful and laborious terracing 
has been done on the hillsides by the smaller owmers. Here and there 
a favoured tract will be supplied with irrigation wells, and some farm 
buildings may be seen in the fields ; but over the greater portion the 


^ By Tarlok SJngh, i<P45. 
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iandscape owes nothing to the hand of man—the helds lie unwaiercd, 
nnfenced and uiienibanked, without shelter lor man or beas:/- The 
absence of proper fencing puts the a'op at the mercy of wild boars, stray 
cattle and poachers, not to speak o£ the numerous boundary disputes 
to which it gives rise and the labour it invoh'es in connexion wdili heid- 
ing cattle and watching a'ops. The freely blousing winds cause not a 
little damage to a'ops like cotton in the absence of wind-breaks. Al- 
dioiigh efforts, on an individual as vrell as a co-operative basis, to provide 
proper fencing have been made, much work yet remains to be done in 
this connexion. Field embankments ai'e further conspicuous by their 
tibsence. The consequence is soil erosion and scouring oi the 
land, leading to much preventible loss to the agricuituris:. 
The soil, again, is very rarely graded and le^-eiled proirerly so as to secure 
uniiorm absorption of water. Nor is there any satisfactory system of 
drainage. This leads to crater-logging, and if at ail an outlet for the 
excess of water is provided, it is allowed to run over other peoples’ land 
and damage it. In tliis manner, for instance. thousands of acres oi 
valuable land on the left or the Jumna have been damaged by the forma- 
tion of a network of ravines ; and villages which were at one time 
surrounded by fertile fields now lie in a network of useless gullies 
A proper control of surface drainage will cure all these evils, ina^ease 
the yield of crops and by raising the spring level maintain the wells in 
action throughout the year.^ 

The provision of field embankments on the requhed scale as well 
as efficient fencing arrangements are, normally speaking, beyond the 
•capacity of the individual cultivator, and the problem requires resort 
to joint schemes of land improvement for its solution. It is also 
“ essential that the Government should lend a helping hand by a freer 
grant of takkavi loans and by making available technical guidance 
through the appointment of special trained assistants to help such 
.activity. Some of the Provincial Governments have recently made a 
tresh departure in appointing special embankment officers. The absence 
of fam buildings is another serious defect because it makes supervision 
^fficuk and entails an unnecessary waste of time and labour for both 
men and cattle. Cattle cannot be properly housed and the system of 
housing them along with men in the dwellings on the village site is 
highly unsatisfactory. The loss of manure in the process of carrying it 
from the village site to the fields must be immense. There are, however, 
difficulties in connexion with the provision of suitable farm buildings 
which it -will take time to surmount. One difficulty is that living in a 
farm-house on his holding would deprive the cultivator of the protection 
and security which he enjoys at present by Ihing along wdth other culti- 

^ op. cir., p. 107. 

^ See Dr Ciouston’s Memorandum, Agricuhural Commission Report, Minuies 
i-i Evidence, vcl. I, p. 12. ’ See Howard, cp. cit., p. 14. 
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vators on the village site. The need for mutual security was very much 
greater before the establishment of the Pax Britannica, but even now 
it is an important consideration ; secondly, attachment to the ances- 
tral village dwelling comes in the way of the villager transplanting 
himself to a ne'^y house on the farm ; thirdly, the expense of the change 
of residence would be a consideration ; fourthly, the average holding is 
normally so scattered that the cultivator has not one but several fractional 
farms; and lastly, whereas by living on the village site the cultivator 
can tahe advantage of die public wells for obtaining water for drinking 
purposes, he would have to dig a private well of his own if he shifted 
to a farm house on his holdings. All these difficulties, however, must 
be got over, having regard to the great benefit to be derived from each 
cultivator staying on his holding. 

Irrigation 

Necessity and importance^— There are many reasons whj, our agri- 
culture cannot afford to depend exclusively on rainfall and why it is 
necessary to provide the agriculturist with suitable irrigation facilities. 
There are many parts like Sind, Rajputana and the south-west Punjab 
which are practically rainless, so that cultivation is impossible except 
by artificial irrigation. Secondly, where the rainfall is not so very de- 
ficient, it is precarious and ill-distributed, as in the uplands of the Deccan ' 
which are exposed to chronic drought. Thirdly, some crops like rice 
and sugar-cane require a regular and sufficient water supply, which 
is not provided by the rainfall except in the most favoured regions. 
Fourthly, the intensive cultivation of land under the pressure of an 
increasing population has made second or wfinter crops necessary, and 
these require artificial “irrigation in the absence of the winter rains. 
Lastly, there is the general consideration that nearly 8o per cent of the 
population are dependent upon agriculture, and their well-being must 
necessarily be affected by the adequacy or otherwise of such an important 
requisite as irrigation. Irrigation has been practised in India from 
time immemorial, especially in the form of wells and tanks, and the 
true British contribution to the irrigation system consists in the large 
irrigation works constructed for the purpose of utilizing the surplus 
water of large rivers. 

The advantages of irrigation are numerous, the principal ones being 
an increase in the vield of crops, the successful introduction of a stable 
agriculture in aifid and precarious tracts, protection from and insurance- 
against famines and scarcity, larger railway profits in agricultural pro- 
vinces like the Punjab and direct financial gain to the state. 

S13. Classification of irrigation works. — 7. General dassificaUon — 
There are three main kinds of irrigation works in India : (i) wells, 

^ See Triennial Hevtew of Irrigation, 1927-30; and also D. G, Harris, IrrigAtior: 
in India, pp, 1-4, 
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(ii) tanks, and (iii; canaX. The canals are again of three tvnes, naiiie:\, 
(a) inundation canals, (b) perennial canals, and {c> storage ''A'orks.- 

^ (i) II elis.—W eli-irrigatioR is, and will ahvays be, a vital factor in 
Indian iirigation, about 25 per cent of the irrigated area being v/atered 
by \\ells. There are about wo and a half million wells in various partv 
of the^ country, irrigating about thirteen and a half million acres 01 
land (including Indian States, and representing a capital outlay of about 
Rs. 100 Qoies. This form of irrigation possesses a high degree of utility 
and is moie efficient than canal irrigation. Wells are mostlv private 
w’orks, though their construction is encouraged by the Government, who 
advance takka\i loans for the purpose and exempt the improved land 
from any extia assessment. The utility of wells has been considerablv 
increased by subarte>ian bores and the installation of small power- 
pumps of a standardized pattern. These improvements are espvciallv 
promoted by the engineering section of the Agricultural Department. 
There is plenty of scope in all the provinces for the extension of well- 
irrigation. Small co-operative societies for sinking and w'orking wells 
would ’he valuable agencies where the individual holdings are very small. 
The Agricultural Commission, while not in favour of the United Pro- 
vinces plan of subsidizing tube wells, recommend Go^’ernment assis- 
tance in their construction by the provision of technical advice, grant 
of takkavi loans and by placing boring equipment and skilled labour 
at the disposal of the landholder, on payment of a moderate fee.- 

(ii) As.— Tanks have been a characteristic feature of Indian agi'i- 
cultural economy since verv early times. Thev are, however, practically 
unknown in the Punjab and Sind. They are most highly developed in 
Madras, where there are over 35,000 petty irrigation 'works serving bet- 
ween 2*5 million and 3 million acres of land. Many old village tanks 
have, however, been silted up and are out of repair. A more vigorous 
effort on the part of both the Government and people is necessary to 
make the most of this ancient form of irrigation, especially in tracts 
where canal irrigation is impossible or unsuitable. 

(iii) C^I77 cA.— T his is now' the most important form of irrigation in 
India and the one specially encouraged by the Government. A distinc- 
tion may be drawm betw’eea canals dependent throughout the y^^ar upon 
the natural supply of w'ater from the rivers on which they draw' and those 
provided wdth artificial storage. The first type has been de^^eloped main- 
ly in the regions traversed by the Himalayan rivers which flow' through- 
out the year, the snow* on the mountains serving as an inexhaustible 
reserv'oir during the drv months of the year. The same is the case in 
Madras to some extent, wdiere the cold weather rains are heavier than in 
Bombay. The second type of canal has been adopted for the Madras 

^ Other of irrigation in uqe in InUia are lift irrigation from rivers ar.ii 

temporary dams for holding up flood-water. See India in roja-r, p, 229. 

' Afinciiltiira' Con:tnii,^io 7 : Reporr^ pars. 274, iSo. 
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province, ihe Deccan, the Central Provinces and Bundelkhand. The 
rivers in peninsular India, ’^v^hile flowing in torrents in the monsoon, 
shrivel up during the di'v months of the year and therefore artificial 
storage is a necessity. 

The first tvpe of canal mav again be subdivided into two classes, 
(a) the inundation and [b] the perennial canals. 

(a) The inundation canals ai'e di'awn directly from the river without 

the tise of anv baiTage. They do not obtain "prater until the river is 
fiooded and reaches a certain level, the supply of water in the canab 
fluctuating with the natural hood level in the river. The lands in Sind 
and the Punjab are irrigated by such canals drawm from the Indus and 
the Sutlej respectively. In Sind, most of the canals are inundation 
canals. Being dependent on the natural flood level they receive a scanty 
supply when the ie^’el is lotv, w'hile ■vvdth fairly high and prolonged floods 
they pennit of widespread cultivation. Irrigation is thus confined to 
the period from June to September, and during the latter portion of the 
year no cultivation is possible w'ithoiit the use of wells. The Sukkur 
Barrage in Sind, which was opened in Januaiy 1932, is the greatest w'ork 
of its kind in the world. It largely remedies the above-mentioned defect 
by consti'ucting a barrage across the Indus, by means of which it is notv 
possible to maintain the tvater in the canals above it at a sufficiently 
high level to provide flow irrigation all the year round. Similar steps are 
being taken in the Punjab, the main reason for the delay in undertaking 
such works being their hea\7 cost. , 

(b) Perennial canals are, as indicated above, constructed by putting 
some form of barrage across a river which flows tlrroughout the year 
and diverting its water by means of a canal to tire country to be iiTigated. 
They are thus independent of the natural level of water in the/ river. 
Within this class fall the great perennial systems of the United Provinces 
and the Punjab. Some of the inundation canals in Sind and the Punjab 
ai'e being transformed into perennial canals. 

Storage works canals are constructed by building a dam across a valley 
to store the rain-water during the monsoon. The winter so held is distri- 
buted to the neighbouring lands by means of the canals drawn from the 
storage. The expedient of storing the rain-tvater during the monsoon 
has been practised in India from very old times. Such tvorks have been 
constructed in the Deccan, the Central Provinces and Bundelkhand. 

11 . Classificatioji of Government irngation works,.— 'For the purpose 
of indicating the source from which the funds for the construction of 
Government irrigation works are provided they were classified until 1921 
as follow^s: (i) productive, (ii) protective, and (iii) minor. 

(i) Productive works.— Tl'hest were expected to yield within ten years 
oh their completion a net revenue sufficient to cover the annual interest 
chai'ges on the capital investment. These wwks are found mostly in 
northern India and Madras. The capital outlay at the end of 1938-9 
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A'as Rs. ii4'0 crores, and the net revenue was Rs. S-o; crores. vhins: a 
return of 7-61 per cent. The largest increase in the ai'ea irr:ea:ei Lv 
Go\ermiient iiTigation %vorks has been in the class of productive v; jiks, 
which irrigated an area of a *5 million acres in 1S7S-9, as compared vdth 
“3'5<^5?^57 2.cres in 1929-30. In the vear iQ^S-g the area increased to 
^24,709, 120 acres. 

(ii) Protecik'e These were not expected to be directly re- 

munerative but rather intended to ensure Drotection arainst famines in 

^ O 

precarious tracts like the Deccan. Such works diminish the necessitv lor 
periodical expenditure on the relief of the population in times of famine. 
The cost of these works is a charge on the current revenues of the 
Government and is generally met from the annual .grams aside for 
famine relief and insurance. Tiiotigli not directly remunerative and 
in lact often resulting in loss, protective irrigation '^eorks mav be econo- 
mical in the long run as they ensure the economic stability of precarious 
tracts. In the year 1938-9 the area irrigated amounted to 2,884.259 acres 
and the capital outlay at the end of the year was Rs. 38*79 crores. 

(in') Minor irrigartion This was a miscellaneous class consist- 

ing of works, especially tanks, belonging mostly to the pre-British period, 
which the British Government have taken over and improved, and in- 
cluding only a few small works belonging to the British period. The 
miiior works were furtlier distinguished according as capital and revenue 
accounts '^cere or were not kept and they were all financed from current 
revenues. Loans were permitted only in tiie case of productive irriga- 
tion works. 

Since 1921, this old classification has been altered and it is now 
possible to finance any work of public utility from loan funds. The 
classes of protective and minor works have been abolished and all irriga- 
tion works, whether major or minor, for wTich capital accounts are kept 
have been re-classified under two main heads, (i) Productive and fiU Un- 
productive, without reference to the source wTence the funds for their 
construction are provided. A third class embraces areas irrigated by 
non-capital works. 

■§14. Extent, growth and revenue. — d'he total gross area irrigated from 
all sources in British India amounted to 60 million acres in 1939-40 as 
against 46 million acres in 1927-8. Deducting the ai'ea indgated at both 
harv^ests, the net area irrigated was 55 million acres in 1939-40 as com- 
pared to 43*2 millions in 1927-8. Of the area under irrigation in 1939- 
40, about 29 million acres were irrigated by canals, 6 million by tanks. 
1 3 million by wells and 7 million by other sources. Of the gross area 
irrigated, rice occupied 19 million acres, vrheat 13 million, barley, jowar. 
bajra and maize together 7 million, other cereals and pulses about 7 
million, sugar-cane and other food crops 2 million acres each. Cotton 
occupied 4 million and other non-food crops 6 million acres.^ There 

^ Agricultural Sfatisfics (British zq^q-so rProvtsyiinfilk p, r. 
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has been during the last 6o years a steady growth in the area irrigated 
by Goyernment works. From 10*5 million acres in 1878-9 the area 
annually irrigated rose to 19*25 million aa-es at the beginning of the 
century and to 28*1 million acres in 1919-20, the record year up to that 
date. This record was, however, surpassed in the year 1929-30, W'hen the 
total area irrigated by Government irrigation works in British India 
amounted to 31*61 million acres^ and again in 1937-8 when the total 
area irrigated by Government works of all classes amounted to 32*81 
million acres, or 12*7 per cent of the entire cropped area of the country. 
The area irrigated by Government irrigation works in 1941-2 w^as over 
34 million acres representing nearly 13 per cent of the sowm area. The 
main increase has been, as stated above, in the class of productive works- 
wTich irrigated 4*5 million acres in 1878-9, 10*5 million acres in 1900-1, 
19-15 million acres in 1927-8, 23*50 million acres in 1929-30 and 26 
million acres in 1941-2. The total length of main and branch line canals, 
and distributaries in operation amounted to about 74,341 miles in 1938-9 
as against 39,142 miles in 1900-1. ■ In the same year the estimated value 
of the crops supplied wdth water from Government irrigation works was 
Rs. 109- 35 crores. The total capital outlay on productive works at the 
end of the year 1941-2 amounted to Rs. 103 crores as against Rs. 42-2 
a'ores in igoo-i. The net revenue was Rs. 10*66 crores, giving a return 
on capital of over 10 per cent. This is a satisfactory result, as Rs. 38*79 
crores of the total have been spent on unproductive works, most of which 
return less than 1 per cent. The return from individual irrigation works- 
shows a large variation. Some of the Deccan irrigation works hardly 
yield 1 to 2 per cent, w^hile productive wwks in the Punjab yield hand- 
some dividends (13*63 per cent in 1938-9) on the capital outlay, in 
Madras 5*97 per cent, Bihar 5*71, and in the United Provinces 6*38 
per cent.- In considering these figures it must be remembered that the 
capital invested includes considerable expenditure upon several works 
ivhich are either only recently completed or still under construction and 
contribute little or nothing in the way of revenue. The charges for water 
are levied in different ways in the various provinces. For instance, in 
Sind the ordinary land revenue assessment includes also the charge for 
water, nine-tenths of this assessment being regarded as due to the canals. 
In others, as in parts of Madras and Bombay, different rates of land 
revenue are assessed according to -whether the land is irrigated or not, and 
the assessment upon irrigated land includes also the charge for water. 
These methods may, how’ever, be regarded as exceptional. Over the 
greater part of India w^ater is paid for separately, the area actually irrigat- 
ed is measured and a rate is charged per acre according to the crop grown. 

^ See Harris, op. cit., pp. S-c^ ; and Indian Year Book (1935), pp. 318-20 and 
StaHsticdl Abstract for British India (1938-9), Table No. 193. 

® See India in IQ33-4, P- 99; Statistical Abstract for British India (193S-9).. 
Table No. 192, and Indian Year Booh (1945-6), p. 327. 
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Tile r 3 .t€s c ha rged, vary considerably with the crop grown and are difier- 
ent in each province and often on the several canals in the same province. 
Thus in the Punjab they vary from Rs. y-S to Rs. 12 per acre for sugar- 
cane, from Rs. 4 to Rs. 7-8 per acre £01* rice, from Rs. 3-4 to Rs. 5-r per 
acre for wheat, from Rs. 3 to Rs. 4-4 per acre for cotton and from Rs. 2 to 
Rs. 3-4 per acre for millets and pulses.- 

The importance of the part which irrigation plavs in the rural 
economy of the different provinces varies greatly from province to pro- 
vince as will be seen from the table relating to the vear 1 038-9 given 
below. It will be seen that the more advanced provinces in this respect 
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jLotai average for British India, i5-2S per cent. 


are Sind, the Punjab, the North-West Frontier Province, Madras, the 
United Provinces and Orissa. Bombay and the Central Provinces, both 
of which are in need of irrigational facilities, are poorly developed 
and w-e must speed up future progress to ensure certainty of harv^ests in 
these regions of precarious rainfall.- 

il 5 . The irrigation policy of the GoYernment.— The British Government 
inherited from its predecessors some of the present irrigation works, such 
as a few inundation canals in upper India, storage ivorks, and tanks— 
•especially in the Madras Presidency*. In the early British period, how*- 
ever, these -works were neglected, with the result that some of them ■were 
ruined. But by the middle of the last century, there was a change in the 
policy of the Government, w*ho began to repair and revive the old works. 
Progress w'as, however, retarded by the unsuccessful experiment of en- 
trusting the work to private guaranteed companies. The Government 
subsequently adopted a new policy and undertook the construction and 

^ Indian Year Book (1945-6), p. 526. 

Indian Year Book (1945-6), p. 327- The area, irrigated from all sources in 
British India in 1941-2 was largest in rhe Punjab (iC-gi million acres). The United 
Provinces came next 112-30 million acres'?, followed by Madras fS*96 million acres\ 
Bihar (5*31 million acres), Sind (5*32 million acres), Bengal (1*89 million acres), Orissa 
(1*58 million acres), Bomba\’ <i‘i6 million acres). Central Provinces and Berar (1*51 
Tniliic.n acres), and X.-W. F. Province (0*96 million acres). Agriculiutal Siaiisiics 
i 94 1 -2 (Provisional) . 
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maintenance of productive irrigation works themselves, raising necessar\' 
loans for the purpose. Lender this policy, some of the greatest works 
were constructed in the United Provinces and the Punjab. A brief des’ 
cription of the canal colonies in the Punjab is given at the end of this 
chapter. 

The progress of irrigation as a whole was, however, very slow. In 
the meanwhile, a further important change occun'ed in the policy of 
the Government, who noiv clearly recognized their duty to construct 
protective irrigation works in famine tracts, and steps were according- 
ly taken in that direction in the Deccan and elsewhere.^ But on 
account of their heavy cost and the iiTegular demand for water 
on the part of cultivators, together with the occasional failure of 
the monsoon, these works did not pay their way. with the result 
that the Government began to concentrate on the more remunerative 
works connected with the rivers in the Punjab. The famines that 
visited the country towards the end of the last century and affected 
the Deccan with particular severity led to the appointment of the 
Irrigation Commission of 1901 by Lord Curzon's Government. That 
body held that railway construction, which was recommended as a 
measure of famine protection side by side with protective irrigation 
works by the Famine Commission of 1880, had played its part in 
the policy of famine insurance, and it was now important to develop 
the supply of food. 'I'hey maintained that the field for the construction 
of remunerative works was limited to the Punjab, Sind and parts of 
Madras, all of which are not so vulnerable to famine. They recom- 
mended, however, that these works should be ina'eased as fast as possible,, 
because they would be profitable to the state and would increase the 
total food supply of the country. For the protection of famine areas,, 
they recommended the construction of protective irrigation works which, 
though not directly paying, would dispense with the large expenditure 
on famine relief which would otherwise be necessary. For the. Bombav 
Deccan especially, they recommended the construction of canals fed 
from storage lakes in the Ghats. They also recommended the Kistna 
and Tungabhadra p.-ojects. The total cost of these projects was. 
expected to be 44 a'ores of rupees, effecting an addition of six and a 
half million acres to the irrigated area. The subsequent irrigation policy 
of the Government has been based upon these recommendations and 
presents a contrast to the earlier policy of concentration on railways. 


^ After the famine of 1S77-S, it was decided to set apart Rs. 150 lakhs ever\' 
year as the Famine Relief and Insurance .Fund. A portion of this grant was spent 
upon the construction of protective works. In 1910 the Secretary of State sanctioned 
the provision of an annual subsidy of Rs. 25 lakhs for this purpose in addition to 
Rs. 75 lakhs from the Famine Relief Fund. The full allotment of Rs. loo lakhs was,, 
however, never worked up to even before the war of 1914-1S made retrenchment 
necessary. 
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to the detriment of irrigation, which called forth the adverse criiicisiri 
of men like the lace R, C. Duct. A large number ot new v/orks were 
undertaken and the capital outlay has since been more than double-d 
on productive and protective irrigation works, while the area irrirat-d 
by them has increased bv over 70 per cent. 

Irrigation became a provincial subject under the Relorms ot 191^*- 
and greater financial powers and larger initiative "^vere conferred on thr 
Provincial Governments. The sanction of the Government of India 
and of the Secretary of State is required only in the case of works esti- 
mated to cost over 50 lakhs of rupee^. Moreover, the use of loan fund^ 
is no longer restricted to productive works. Money is also available 
irom the Provincial Famine Insurance Grant when it is not required for 
actual famine relief. 

The Agi'icultiirai Conimission strongly commended the Bombas 
Government's step in the appointment of a special inquiry officer in 1925 
to investigate the natural resources for the protection of the lands from 
famine and they advised other provinces to follow suit. Co-operative 
irrigation societies should be formed and assisted to cairy out and main- 
tain such works. The ronstruction. preservation and improvement of 
minor irrigation wwks have not hitherto ^received the attention the\ 
deserve.^ With the advent of popular Congress Ministries in the pro- 
vinces in 1037 new activity as regards these irrigation works was in 
evidence. 

Since 1922, remarkable activity in regard to irrigation works has been 
displayed and several important works have been completed at the 
cost of over 500 million rupees, the area to be brought under 
irrigation or under improved watering being about 12 million aa'es, 
wffiich means a total area thrice as large as in the year 1902-3. 
The new^ major works of exceptional importance were the Sutlej 
\"ailey "IVorks in the Punjab (wffiich reached completion by the end of 
1932-3 and entailed a cost of Rs. 33*31 crores till the end of the year; 
estimated to irrigate over 5 million acres : the Sukkur (Lloyd) Barrage 
and Canals in Sind (which w^ere opened early in 1932 and entailed a 
cost of over Rs. 24 crores) estimated to irrigate about 51.0 million acres ; 
and the Cauver\* Reservoir and Mettur Project in Madras (which was 
inaugurated in August 1934) estimated to cost about Rs. 7*37 crores and 
to command a new area of over 3 million acres and add 150,000 tons 
of rice to the food supply of the country. The last scheme also provides 
for hvdro-electric power for industrial purposes. The potentialities of 
Mettur as an industrial centre are considerable. In Bombay, two major 
works were completed in the years 1925 and 1926 respectively, the Bhan- 
dardara Dam which is the highest (270 feet) in India, and the Lloyd 
Dam at Bhatgar, which is the largest mass of masonry in the world. In 


* AgrtcultiiraJ C ommtssio'^i Report, par, 27Q. 
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fhe United Provinces, satisfactory progress has been made in connexion 
with the Saxda-Oudh canals. The Sarda River irrigation scheme was 
formally put into service in the autumn of 1928, to irrigate more 
than a million aares. Also in the Central Provinces, an elaborate and 
comprehensive progi'amme extending over a period of 14 years has bejen 
laid down. The two major tvorks recently completed are the Emerson 
Barrage in the Punjab and die Ganges Tube-ivell Scheme in the 
United Provinces. Almost every province has several schemes under in- 
vestigation. In recent years important irrigation projects have been 
undertaken, and in some cases completed, in the Indian States of Hy- 
derabad, Mysore and Gwalior. Moreover some of the irrigation projects 
in British India also affect Indian States, and in Rajpiitana and the 
Punjab many schemes are worked and financed jointly by a State and a 
British Indian province. ‘ ^Vhen allowance is made for the more promis- 
ing projects now being considered and for the natural expansion of 
existing schemes, an ultimate area of 50 million acres is by no means 
improbable.’ ^ 

The Agi'icuitural Commission recommend tlie establishment of 
a closer relation bettveen the Irrigation and Agricultural Departments : 
creation of local advisory committees (on the analogy of the local 
railway advisory committees) to deal with complaints about irrigation 
matters ; and the establishment of a central bureau of information at 
Delhi.2 The last recommendation w’as given effect to in May 1931 
when the Central Bureau of Irrigation was established as an essential 
adjunct of the Central Board of Revenue. Its main functions are to 
■serve as a clearing-house of information to provincial officers, to co- 
ordinate research in imgation throughout India and to disseminate 
the results achieved. 

§ 16 . Irrigation versus railways.— A few' w’ords may be said about the 
imgation vs. raihvays controversy, which w^as very prominent at one 
time, especially in the closing years of the last century, R. C. Dutt, 
who took a leading part in it, showed how', by 1902, only about 38 
•crores of rupees had been spent by the Government on irrigation as 
against 370 crores on railways. This disparity appeared especially 
■objectionable on account of the raihvays being on the one hand a losing 
concern down to the opening years of the present century, and in view 
of the intensity of the famines at the close of the last century, on the 
•other. Dutt argued that under the influence of capitalists, speculators 
and manufacturers in England, pressure was brought to bear upon the 
Government to hasten railway construction under the guarantee system, 
with the result that it was overdone. Military considerations, and also 
a growing sense of responsibility for extending relief to the famine- 
•stricken tracts, influenced the policy of the Government. It has already 

India in igS4.'St pp* - 3"4 Indian Year Book (1941-2), pp. 355-6. 

Agricultural Commission Report, pars. 269-76. 



AGRICULTURE: LAND AND iT5 PROBLEM^ 

been pointed out that protective irrigation u’orkb were no: oaUng and 
therefore progressed very slowly. Furthermore, the critics g£ Govern- 
ment policy alleged that the undue hastening o£ railvra}* ccnsiruction 
accelerated the decline of indigenous industries and led to the congestion 
in agriculture, thus partially defeating the object of the protecihe 
railways, namely to reduce the severity of famines. 

The controversy has since considerably abated for various reasons. 
Now that the railways have become normally a paying concern and do 
not involve a drain on the pocket of the taxpayer, his opposition to 
their extension has died out. Moreover, as a result of the recommenda- 
tions of the Irrigation Commission of 1901 , the Government's irrigation 
policy’ has become progressively more liberal. In fact, some ne^v %vorks 
not contemplated by that body have been undertaken. 

Turning to the merits of the conu'oversy itself, -we may say that 
while the exact proportion between railways and iiTigation may be 
a matter of dispute, they are in no way antagonistic, but supplementary 
and complementary to each other. It is clear that while an additional 
food supply can be secured by irrigation, its proper distribution in 
the country can be effected mainly by the railways. It is, however, 
true that towards the close of the last century' the Government's irri- 
gation policy was not as progressive as it is today, and even today there 
. exists considerable scope for the extension of irrigation, if considerations 
of immediate profit and loss are allowed less w'eight in deciding to 
undertake protective irrigation w'orks. This applies particularly to 
Bombay w'here, excluding Sind, less than four per cent of the total 
<n’opped area is irrigated from ail the sources, the Government's shai'e 
being about half, though the new projects now under construction or 
contemplation are calculated to extend it in the future. In the Bombay 
province, exposed as it is to the vagaries of a freakish monsoon, the 
importance of adequate irrigation facilities cannot be exaggerated. So 
far as the whole country is concerned w'e seem to be on the horns of 
a dilemma. In those tracts where irrigation is highly remunerative, as 
in northern India, the liability to famine and unstable agriculture is 
not great, whereas in peninsular India, especially in the Bombay province 
w'here the monsoon is very precarious, irrigation is not directlv 
remunerative. It must, however, be remembered that strictly commercial 
considerations of profit and loss are out of place here and the question 
must be looked at from a broader point of view.^ 

§17. Waterlogging and salt effervescence. — Waterlogging and salt 
effervescence are dangers particularly associated with canal irrigation, 

^ In April 1045, the Government o! India decided to sei up a Central 'Waterways. 
Irrigation and Navigation Commission, a central fact-finding, planning and co-ordi- 
-nating organization, which will examine the poteniialidcs of India's rivers and assist 
in the co-ordinated and multipurpose development of rivers passing through more thau 
*cne province or State. 

1—14: 
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and tdiese dangers have not always been effectively guarded against in 
the past, so that soils have sometimes deteriorated as a result of irriga- 
tion. For example, in the Punjab and Bombay a good deal of land 
has been thrown out of cultivation by the rise of subsoil water, and the 
appearance of salts driven to the surface of the soild 

The enormous ^vaste of water by the cultivator in canal-irrigated 
tracts, which is one of the causes which lead to waterlogging and salt 
effervescence, is universally admitted. But as the Agricultural Commis- 
sion point out, this cannot be wholly attributed to the fact that the 
cultivator has no incentive to economize water which the Government 
provides for him. No small percentage of w^astage is due to the un- 
certainty of w'ater supply'. To ensure economy of water, the Agri- 
cultural Commission recommend that further investigation and experi- 
ment, w^hich w^ere started on the recommendation of the Irrigation 
Commission, should be undertaken both in the Punjab and elsewhere 
before a final decision against the sale of water by volume is reaclied.- 
Lack of proper drainage in the canal tracts has not only been a 
handicap from the agricultural point of viewv but has converted: 
originally healthy tracts into malarious ones. Canal irrigation there- 
fore is not only die work of the engineer, but also of the soil physicist^ 
the agricultural chemist, and the medical and sanitary expert as well. 
The Agi'icultural Commission recommend that a careful drainage survey 
should in future form an integral part of all new irrigation projects and 
that drainage maps should be prepared. 

§ 18 . Canal colonies in the Punjab.^ — We may conclude our discussion 
of irrigation in India by saying a few words regarding the canal colonies 
in the Punjab which have played a striking part in our irrigational 
histoiy. In the Punjab the irrigation problems which have had to be 
faced by the Government have been different from those in other 
provinces. Before the advent of irrigation in the eighties of the last 
century, the whole vast stretch of the country now irrigated by the 
Lower Chenab, Jhelum and Baid Doab canals \sras a desert, owing to 
meagre and precarious rainfall. Hence ‘ it was necessary simultaneously 
'With, the introduction of irrigation to transport bodily whole com- 
munities into the new areas thus opened up ’ (Harris). Before the 
colonists arrived, the alignment of the water-course was made, the 
land in each colony tract was demarcated into large and small similar 
squares and rectangles, the village boundaries were settled, roads were 
marked out, and land was set aside in the vicinity for grazing and other 
communal purposes. On arrival the colonists had to build their fiouses^ 
and commence breaking up the land allotted to them. These colony 
villages were thus systematically planned and possess sanitary advantages- 


^ Brij Narain, Indian Economic Life, p. 383 and Howard, of), cit., p. 45. 
“ Agricultural Commission Report, par. 277. 

• See Harris, op. dt., pp. 48-59 ; and Darling, Punjab Peasant, ch. vi. 
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superior to those of the ordinary viiiages. The colonists v/ere jndiciousiv 
chosen by the Revenue Officers from the specially congested districts 
of the provinces and from among the classes of hereditary landlords or 
occupancy tenants lor holding the so-called peasant grants under v:hich 
the bulk of the land is allotted. Groups of this kind connected by com- 
mon ties were dispatched to the colonies as units to form separate 
\'illage communities. The terms of grant vary in diSerent colonies. 
The average area allotted to each individual is generally from one 
and a half to two squares, or about 40 to 50 acres. In most of the 
earlier colonies inalienable occupancy rights in the holdings were 
granted at the end of the term of probation, either free of charge or 
on payment of a nominal sum. But under a subsequent revised procedure 
‘ occupano' rights are granted after a first term of years and after a 
further term tenants are given the option of purchasing alienable 
proprietary rights at a privileged price payable in easy instalments \ 
Larger gi-ants are made to hereditary landholders of substance and 
status and to men of means washing to experiment in improved methods 
of cultivation and irrigation. Grants are also made in recognition of 
special civil or military services to the Government. The development 
of the colony proceeds apace, once the colonists are settled in their 
new' villages, by means of improved communications, metalled roads 
'and railways and by the rise of towns and markets. Thus what was 
once a treeless, waterless w'aste land has been converted bv the beneficent 
hand of man into these flourishing canal colonies. Their backbone 
is the small peasant proprietor ivho holds nearly So per ceni of the 
land. The financial results are striking. The Government earned a 
net profit of over 50 per cent upon the canals seivdng the three major 
colonies of Lyallpur. Shahpur and Montgomery and 14*99 cent upon 
its capital outlay of Rs. 34*53 crores on productive works by the end of 
1938-9. The benefit to the cultivator has been even greater. In the 
same year, in spite of low prices, the value of the crops grown on canal- 
irrigated land throughout the province was 40*31 crores. As M. L. 
Dariing briefly puts it, * the colonies have, in fact, opened for the Punjab 
an era of prosperity undreamed of in the past 


M. L. Dsn-ling, Tht' Pituja^^ Pea^ntit in Prosperity and Debt, p. 1 19. 
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AGRICULTURE ; L.\BOUR, EQUIPMENT AND ORGANIZATION 

U. The human factor; its unsatisfactory nature. — It is no exaggeration 
to say liiat Cihcieni: agiicuiture depends on the qualities ot Uie man 
behind the plough more tlian on anything else. In order drerclore 
lo understand tlie present position of Indian agiiculture, we must make 
an attempt to assess tire merits and the defects of die Indian cultivator. 
As diings stand at present, he must be acknowledged to be inferior in 
point of intelligence, enterprise and capacity for labour to the European 
or American farmer. His inefficiency, however, is not innate or rooted 
in the nature of things and is capable of being remedied. He is bowed 
down with the hea\y and weary weight of many burdens and handicaps, 
and the wonder is drat he still continues to carry on the struggle for 
existence, and is not altogether extinct.^ 

The question whether race and climate have anything to do with 
the relative inefficiency of the Indian peasant is highly speculative and 
need not detain us. In practice, the only safe hypothesis is to assume 
that the major cause of the backwardness of the Indian cultivator is in 
the heart-breaking conditions under which he works. This view is borne 
out by the fact that the Indian peasant is comparatively alert, tenacious 
and enterprising in those tracts where the rains are dependable or where 
irrigational facilities are available and he can confidently expect to 
reap the reward of his labour. Where, however, conditions in this 
respect are unfavourable, he is apt to be lazy, pessimistic, easy-going 
and miserably poor. Dr Voelcker, Consulting Chemist to the Royal 
Agricultural Society, who was sent out in 1889 to report on the agricul- 
tural practice in India from the modern scientific point of view, has 
borne admiring testimony to the careful husbandry ‘ combined with 
hard labour, perseverance and fertility of resource ' of the Indian 
agriculturist. Opinions of this kind bearing the imprimatur of high 
scientific authority must be respected and should leave us in no doubt 
as to the excellence which Indian farming is capable of attaining under 
favourable conditions. But we must not allow such laudatory remarks, 
torn out of their context nnd mainly intended to correct extreme views 
in the opposite direction, to lull us into a false sense of security. If the 

^ ‘Although in view of India’s diversity it is not safe to indulge in generalizations 
about the different types of cultivators in the different parts of the country, at the 
same time there is a family resemblance between these cultivator types. . . . There is 
the same plainness of life, the same wrestling with the uncertainties of climate (except 
in favoured areas), the same love of simple games, sports and songs, the same reli- 
gious background, the same neighbourly helpfulness, and the same financial 
indebtedness.* — W. Bums, Sons of the Soil, p, yO. 
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average cultivator in India had been as efficient and go-ahead as die 
umvary may be led to imagine from encomiums sucli as that of 
Dr Voelcker, the rural problem in India would have been much shtmier 
than it is. It would be not only erroneous but positively mischievous 
to suppose that the personal factor in Indian agriculture is ail that 
one could wish it to be and that no special effort is needed to improve 
the cultivator himself. It is a matter of tlie most vital importance to 
recognize clearly the actual defects and shortcomings of the cultivator, 
due to whatever causes, and seek remedies for them directlv throuarh 

O 

education in the widest sense of the term, as well as indirectly through 
an improvement of external conditions. ^Ve must admit that, generail) 
speaking, the Indian peasant is lacking in originality and initiative and 
is too much tvedded to traditional methods and practices, many 01 
which are wasteful and unscientific. Also, he is steeped up to the lips 
in superstitions and prejudices, which in their totality are a serious 
drag on his economic progress. The dead weight of his inertia, apathv 
and conservatism is an obstacle in the way of every reform proposed 
for alleviating his condition. By his insanitary habits of living, bv 
draws upon himself much avoidable physical suffering, \\ith its attendiuit 
evils of lov; vitality and incapacity for persistent and strenuous iabour, 
and a sombi'e outlook on life. He is ignorant, improvident and recklcs 
a combination of qualities which make him an easy prey to anvouL 
desirous of taking advantage of his weaknesses. He is too prone to 
w'aste his substance and energy in needless litigation and too fond of 
locking up his capital in jewellery and trinkets instead of de^’oting it to 
such forms of personal expenditure as w^ould increase his efficienev, or 
employing it in more remunerative investment. He generally spends 
far beyond his means on marriages and other ceremonies and thus 
walks with open eyes into the money-lender’s parlom% from wffiich he 
is rarely able to get out. ^He shows an insufficient appreciation of the 
truth that God is wont to save only by human means, and a tendency 
to rely too much on Providence or some other external agency, and too 
little on personal endeavour for remedying everv" evil from which he 
may be suffering and for wmich he is generally inclined to blame Fate 
or Providence rather than himself."^ 

Eveiy’one acquainted with rural conditions in India will admit 
that all these are real evils, and a direct frontal attack must be made 
on them. ' Take care of his environment and the cultivator will tnke 

^ In connexion with the uplift work in th*^ Gur^aon District, Purjah. F. U. 

fathf^ of the mnv'^ment, teMs us of a oroverh fr^ G 7 T'c'p''r', 

which says: ‘Zamindar ki be-aa!i parmeshnr ka oasur.’ Providence is hiarriP^ for 
what is reaFy the fault cf the cultivator himself. Sie'“ Brayn^, of 

India, p. 12. 
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care of hiinself ’ is a good enough motto, but a better is : ‘ Improve at 
once both worker and environment, so that each may help the other/ 

}' 2 . A comprehensive scheme of rural education.— The only way of 
changing the psychology and the social and personal habits of the 
peasant is to educate him. It is obvious that so long as ignorance and 
illiteracy prevail in our villages and barely eight per cent of the 
population can read and write, all talk about rural progi'ess is futile. 
The absence of widespread literacy and of a suitable system of rural 
education is lai'gely responsible for many of the evils ^ve deplore : 
illiteracy aggravates indebtedness, promotes improvidence and extrava- 
gance, impedes the progress of improved agriculture and, what is more 
serious than anything else, prevents that mass a'wakening without which 
no reform can be permanent. For the problem of rural uplift cannot 
be solved until the cultivator himself desires his own improvement and 
can think and act for himself. The present system df education needs 
to be remodelled so as to suit it to the needs of the rural masses, and in 
preparing textbooks and laying down curricula, the Education Depart- 
ment must absorb the result of the labours of, and work in consultation 
with, other departments whose servants are brought into contact with 
the villagers in the course of their duties. The education imparted 
in the rural schools must be such as will promote interest in and love- 
for agriculture and rural life in general, and should cease to deserve 
the criticism which is often made against it that it creates a bias in the 
mind of the rural scholar against his ancestral occupation and makes 
him soft-handed and unfit for agricultural work. This defect has been 
stressed by recent inquiries into the educational system of India conduct- 
ed by Messrs Abbott and Wood (1937) and later by the Zakir Husain 
Committee appointed by the Wardha Education Conference (1937)^ 
also by the Committee on Vocational Training appointed by the Govern- 
ment of Bombay (1938). It is now generally agreed that the education 
of children in the primary schools should be based more upon the 
natural interests and activities of young children and less upon book 
learning.^ 

The Zakir Husain Committee has accepted Mahatma Gandhi's 
basic idea ‘that education, if sound in its principles, should be im- 
parted through some craft or productive work which should provide 
the nucleus of all the other instruction provided in the school 
• The principle of educating children through purposeful activity lead- 
ing on to productive work is peculiarly suitable to village conditions 
and requirements.'® 

^ Rejiort oti Gsneyal and T ocational Education, by Abbott <ind Wood, par. 9^. 

- Report of the Zakir Husain Committee, Section I, 

® Report on Vocational Training in Primary and Secondary Schools (Bombay), 
par. 24. 
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The present tendency of attaching a spurious value to mere 
literacy, '^vhich makes a person think that he is in quite a dinerent 
'Class from his unlettered fellows, and Sres him ^rith the insensate ambi- 
tion of driving a quill rather than a plough, must he destroyed by 
taking special pains to inculcate the dignity of labour by imparting 
education through vocational or manual training and also by making 
education unh^ersal and compulsory. The benefits of education should 
be extended to both sexes, and it should not be considered necessart' 
to hold up female education till there is a sufficient number of women 
teachers. Spread of literac}^ among women is indispeuxsable for the 
spread of lasfiJig literacy among the young. Nature study of plant and 
animal life, school gardens and farms, textbooks dealing rural 

subjects, manual ti'aining, education with special reference to local 
subsidiaiw industries, physical and boy-scout training and lessons in 
first-aid would be some of the items in a complete scheme of rural 
education^ 

A proper scheme of adult education is also necessary in order to 
increase the all-round efficiency of the farmer and in order that the 
present generation should be in a position to take advantage of modern 
-developments in agiiculture. Adult education is also important as 
tending to prevent the too frequent relapse into illiteracy of the young 
villager as soon as he leaves liis school. It should also include women 
within its scope as it is most important to improve their ideas so that 
they should not act as clogs in the wheel of progi'ess. Adult education 
must have a very prominent place in any programme looking forward 
to building up and organizing a strong and efficient democracy. As 
the Bombay Committee on Adult Education observe, ‘ adult education 
must have a recognized status in the general system of education and 
the State must be the driving force b The Government should assist 
jdult education wholeheartedly, especially by financial support to literacy 
progi-ammes and recreational activities. 

Special machinery is needed for carrying literacy and general 
enlightenment to grown-up people, and it should include such things 
as night schools, continuation classes, libraries and reading rooms, 
magic lantern and cinema shows, demonstration trains, etc. The cinema 
especially has great uses as an educative agency. So has the radio.- The 
cinema brings in new wants and fresh incentives to exertion, and as a 
v'ehicle for carrying enlightenment to the untutored mind of the villager 

^ In this chapter we have made considerable use of cur paper 'Some Aspects 
.-f Rural Reconstruction in India ’ in the hzdian Journal of Economics^ Conference 
iJumber (192S). 

= The possibilities of broadcasting in the rural areas as a means of village upUft 
nave been studied by several of the Provincial Governments and experiments have 
already been made by some of them. Special broadcasts for village folk are now 
ai regular feature of the programmes of several of the All-India Radio stations. 
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it is far more effective than tlie mere written or spoken word. Much of 
adult education must depend on such agencies as tliese rather than on 
formal instruction in regular schools. 

The first step in a progi'amme of adult education as it affects the 
villager should be an endeavour to help him to overcome his dejection 
and apathy and to find an interest in life. It is, therefore, necessary to- 
link up the adult education movement in tlie rural areas with a general 
progi'amme of rural reconstruction.^ 

$3. Physical inefficiency of the peasant: its causes and cure.- — Many 
of our villages are ravaged by ' major ’ diseases, such as malaria, plague, 
cholera, dysentery, tuberculosis, kala azar, hookworm, and so-called 
' minor ' diseases such as skin complaints and leprosy. This is one 
of the major causes of tlie inefficiency of the peasant. Disease may 
reduce the economic power of a community by carrying off the strong 
and the able-bodied and deceasing the proportion of workers to non- 
workers. Secondly, it often debilitates those whom it attacks even when 
it does not kill them, thus causing not only shortage of labourers but 
also shortage of labour power. Thirdly, it often incapacitates the 
workers just when agricultural operations are in full swing ; and lastly, 
it tends to make people lethargic, listless and fatalistic. A campaign of 
public health and hygiene must be opened on a large scale to wipe out 
disease, a’eate an active and enlightened ' public health conscience ' and 
overcome prejudices, some of which are all the more formidable because 
of their being bound up with religion. 

Health publicity bureaux, baby weeks, Red Cross work, child' 
welfare, maternity leagues and co-operative dispensaries have all a 
part to play in the service of village health and sanitation. Drainage 
of irrigated tracts and marshy swamps, supply of pure drinking water 
and village housing are all necessary. Substantial progi-ess in the 
campaign against malaria, ‘ our greatest morbidity scourge can only- 
be achieved by vigorous action by the people themselves assisted by the 
Government. A much wider distribution of quinine is necessary and' 
the Central Government should make itself responsible in this important 
matter and address itself vigorously to the problem of cheapening 
quinine and ina'easing its supply by extending the cultivation of 
cinchona.3 

The absence of adequate medical facilities in village’" areas constitutes 
a serious difficulty. It is necessary that the claims of indigenous systems 
of medicine should be properly investigated and the use of such 
indigenous drugs as are found to be effective should be encouraged as 

^ Report of the Adtilt Education Committee (Bombay). 193S, pp. 4-5. 

- See Agricultural Commission Report, Minutes of Evidence, vol. II, p. 141. 

See the evidence of the Public Health Commissioner with the Government of 
India, Agricultural Commission Report, Minutes of Evidence, vol. I, p. 147. Also 
ibid,, pars. 411-12. 
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substitutes for tlie more expensive allopathic drugs. A verrs azu 
the Bombay Government stai'ted an interesting experiment for inci'eas- 
ing medical facilities in rural areas by tlie estp^blishmenr of the \Tdare 
Aid Scheme, under which, in certain selected districts of the province, 
primary school teachers underwent a short course of medical training 
at the district civil hospital and then returned to their villais'es with 
medical chests. They treated simple cases, rendered first aid and seat 
the more serious cases to a neighbouring dispensary. More recently 
the Government have commenced subsidizing medical practitioners in 
rural areas. 

Closely connected with rural sanitation is tlie problem of providing 
sanitary and decent dwellings in the villages. It must not be supposed 
that the housing problem exists in cities alone. For although there 
is more space in the villages, the houses themselves are generally fiimsv 
structures of mud, with a thatched roof and a single door and hardiv 
any windotvs, dark and infested with mosquitoes, rats and other vermin. 
Human beings and animals often share the same room, breathing 
each other's exhalations, an arrangement injurious both to man and 
beast. A supreme effort is needed to dismantle these village ‘slums" 
and replace them by decent and clean dwellings. Rural co-operative 
housing societies financed and otherwise helped by the Government 
should be started. The state may not only gi'ant loans directly but 
may also help by guaranteeing the interest and redemption of loans 
made by special financial institutions started for the purpose. 

:T. Need for closer contact betiveen Yillage and town. — The reform of 
the villager consists essentially in replacing the various mistaken, stupe- 
fying and pauperizing ideas which hold him down at present, by nev»u 
daring and inspiring ones. Anything therefore that fosters the contact 
of the village wdth the outside ivorld and brings it within the orbit 
of more progressive influences emanating from the town should be 
tvelcome. The villages are no longer landlocked and isolated as of 
old, but much still remains to be done in the way of cheap and easy 
transit by more and better roads and railways. ^Ve may also refer here 
to tiie post office as a civilizing agency.^ The part which the post office 
can play in theTife of a people will obviously depend on the extent 
to which iiterac\' prevails. The provision of postal facilities, perhaps^ 
itself stimulates the desire for literacy and helps to sustain literacy 
once attained. The post ofiace may also help in propaganda work by 
putting up interesting bulletins prepared specially for the instrucdoii 
and amusement of the villager. Postal savings banks tend to promote 
thrift among the people, and, coupled with the cash certificates system, 
make investment of small rural savings possible. A minor advantage 

^ the memorandum and evidence of H. A. Sams, Deputy Director-Genera: 
of Posts and Telegraphs, Agricultural Commission Reboot, Minutes of Evidence, 
vol. I. 
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of the post office lies in its .'serving as an agency lor the distribution of 
seeds and cheap quinine in villages. Wireless and broadcasting ha^re 
immense possibilities and will inarease rural amenities and bring about 
an undreamt-of change in the life of the village people. 

$ 5 . Methods of propaganda. — In order to improve the cultivator phvsi- 
cally and mentalh, continuous and intensive propaganda, through 
officials and other public servants as well as tluough non-official agencies, 
is necessar}-, and much care is needed in selecting the right type of men 
lor propaganda tvork. Knowledge of rural conditions, energy, tact, 
imagination and genuine sympathy with the villager and his difficulties 
arc essential qualifications. 

Making an effective a.ppeal to one's hearers is an art which the 
would-be refonner must take some pains to learn before he confronts 
a village audience. Many an excellent discourse replete with useful 
knowledge fails to take effect because the speaker docs not understand 
how to put things to his hearers. As F. L. Brayne acutely remarks : 

' If the village audience maintains a stony silence, the lecturer can cut 
no ice, but once the villager can be drawn into an argument or made 
to laugh at himself, the battle is won.’ The speaker must be U Allegro 
as well as II Penseroso. He must jest as well as preach, and it is not 
given to everybody to be able to do this. 

AJso the actual reform advocated must be within the reach of 
the agriculturist and it must be thoroughly tested before it is preached. 
Anything in the nature of um-eal theorizing without thorough practical 
acquaintance with the methods in use must be avoided. The technique 
developed in India is the result of centuries of practical experience and 
contact with the soil, and in the words of Sir James Mackenna, ‘ has 
been built up on the traditional customs of years in which reside, 
though unexpressed and unexplained, deep scientific principles, the 
reasons for which can only gradually be elucidated \ I’here is no doubt 
that the agriculturist in India has much to learn from the agriculture 
of more advanced countries. Methods which were useful at one time 
may survive their usefulness ; and because the knowledge of the agri- 
culturist is purely empirical he is not able to realize this quickly. All 
the same, patient study and inquiry are necessary before improvements 
can be suggested with advantage, 

56. Hired agricultural labour.— The foregoing discussion of the personal 
factor in Indian agriculture has been primarily with reference to the 
cultivator who owns the land he cultivates. For the sake of completeness 
of treatment, it is now necessary to say a few words, first about hired 
labour, and secondly about the part which the landlord plays in the 
agricultural economy of India. As regards hired labour, the position 
must be pronounced far from satisfactory. Agricultural labourers who 
hire themselves out are partly landless labourers, a class w^hich is at 
present small but which is tending to grow, and partly those who possess 
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bits of land which, however, are so small that their o^.vTiei's are under 
the necessity of hiring themselves out for work on other pernL-h imd 
in order to make a living. Labour drawn from either of cia-sei 

is dear, inefficient; and unreliable. The modern facilities for irduratior: 
as well as the increasing demand for labour on the part of raihra^v 
and public works, and oi commerce and industrv, often put the labourers 
in a sti'ong position. Further, owing to the heav} mortality caused 
by epidemics like plague and influenza, there may be temporarily an 
appreciable decrease in the number of labourers. Lastly, there is also 
a certain tendency on the part of small peasant proprietors to retire 
from personal labour on their farms and rely on hired labour as soon 
as their financial position pei'inits the indulgence ot this luxinp . All 
this has resulted in a rise in the wages for hired labour, instead of 
-erving as a stimulus to greater exertion. The labourer chooser to trork 
less and there is no perceptible increase in his standard of litc, and, 
through a higher standai'd, in his eindency. The labourer, in short, has 
the same weaknesses and shortcomings as characterize the cultivator 
and he also may be expected to benefit b\ the measures devised for 
bringing about a general revival in the rural areas. 

IT. The landlord and his place in rural economy.— One of the greatest 
•difficulties under '^vhich Indian agriculture labours is its comparative 
failure to attract the necessary brains, enterprise and capital. Modern 
amenities of life, such as education, sanitation and well-developed 
communications, have been largely monopolized by the towns, in spite 
■of the fact that the money for the provision of these facilities has been 
drawn mostly from the rural side. The wider opportunities and greater 
attractions offered by the town have induced an exodus from the village 
to the urban areas of its best intelligence and enterprise, leaving a blank 
in the village tvliich it is not easy to fill. Lastly, the educated people 
of the towns and the landlords have not hitherto cared much to study 
rural problems and to understand and meet rural needs. Their 
knowledge, resources and enterprise have not been made available for 
the promotion of village prosperity. The ignorance of the urban popu- 
lation in this country on agricultural matters is 'so colossal and so 
genuine as almost to deserv^e respect The leadership of big landlords 
such as Bakew'ell, Bates, and ‘ Turnip Townshend b to whom English 
agriculture owed so much in the eighteenth centurv’, has had no counter- 
part in India. One of the hopes entertained by those responsible for 
introducing permanent settlement in Bengal %vas that it -would create 
a class of big landlords tvho would live on their estates and whose 
personal influence and material help would be of great benefit to the 

* Adapted from A. Collettes remark quoted by H. Calvert, Yt'ealth and Welfare 
of the Punjab, Preface, p. i. The observation refers to English conditions but is 
not less true of India, See also Radhakamal Mukerjee, Land Problems of India,^ 
pp> 125 and 193-4. 
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cultivators. This expectation, however, has unfortunately not been 
fulfilled. The landlords with very few exceptions have preferred to 
live in the big towns away from their properties, and interest themselves, 
in their estates and tenants merely as sources of rents. The only func- 
tion they perform is that of a distant suction pump for drawing rents 
from the tenants with such thoroughness as the tenancy laws permit. 
Absentee landlordism is the rule not only in Bengal but also in other 
parts of the country W’herever there is a considerable landlord class. 
Speaking of the evils of absentee landlordism Carver says : ‘ Next tO' 

war, pestilence and famine, the worst thing that can happen to a rural 
community is absentee landlordism.’^ The evil is particularly serious 
in those parts where the zamindari system prevails, though it is not 
altogether absent even in ryotwari areas. We may say that the land- 
lords, as a class, are even more of a detached and outside agency so* 
far as the development of land is concerned than the state. The state 
has at least charged itself wdtli such important functions as provision , 
of irrigation facilities, roads and railways, agidcultural education, grant 
of takkavi loans, etc., w’hereas the landlord as a rule does nothing 
whatever for the improvement of the land. It is of the greatest import- 
ance to agTicultiiral progi'ess tliat it should secure the active interest of 
the landlord class ; this would prevent rack-renting and establish 
personal relations between landlord and tenant to their mutual ad- 
vantage, and it would ensure more rapid progress. The big landlords 
possess at least two requisites of progress, namely, capital and intelli- 
gence, and if they only develop a new sense of values and realize that 
there is not only greater profit, but also gi'eater pleasure, in living iri! 
the country and helping forw^ard the cause of rural renaissance than 
in idling away their time uselessly in the cities, we shall not have to* 
wait for the slow process of a general public awakening before agri- 
cultural reform makes any considerable headivay. Landlords can help 
reform in various ways, by starting home farms, building up pedigree 
herds of cattle, producing improved strains of seed and introducing 
more efficient implements and, last but not least, by familiarizing the 
villagers with the idea of progress. They should help in increasing the 
attractions of the countryside by living in the villages and promoting- 
sanitary and educational reforms there. 

§8. The duties and responsibilities attaching to land-ownership. — It 
has always been recognized that property in land caiTies with it special 
duties and responsibilities. On purely theoretical grounds, it may 
occur to us to ask how^ the position of a shareholder in a joint-stock 
company, w^ho is merely content with drawing dividends without taking 
any part in the management, is different from that of the landlord wiio* 
is similarly content with drawing rent and doing nothing else. The 
answer to this is. in the first place, that it would be a good thing if 

^ T, N. Carver, Principles of Rural Economics, p. 377. 
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the shareholder tvere to take a personal interest in the aftairs of Iiis 
company ; his failure to do so is often the cause oi the mNrnanagernent 
and consequent ruin of many a joint-stock enterprise. It must, ho’-revjr, 
be remembered that the average shareholder has neither the leiiure 
nor the necessary knowledge and ability for taking an intelligent interest 
in the affairs of his company and the enterprise in tvhich it may be 
-engaged. Again, he is only one of many shareholders and his individual 
attitude does not alter circumstances for better or for w’orse to any 
appreciable extent. Because a particular shareholder does not actively 
help in the management, it does not follow' that the concern is left 
without management altogether. Joint-stock organization has reached 
such a high pitch of ediciency that there is generally ample proviirion 
for able management and leadership in spite of the indifference of the 
generality of shareholders. Also, as regards the workmen or labourers, 
•we must remember that their position is more favourable than that of 
agi'icultural tenants because they can unite and a'eaie organizations 
sucli as trade unions for effectively expressing and enforcing their 
wishes. Lastly, as J. ivl. Keynes has pointed out, ‘ the trend of modern 
joint-stock institutions tvhen they have reached a certain age and size, 
is to socialize themselves and assume the status of public bodies rather 
than individualistic private concerns. The general stability and repu- 
tation of the firm are the first consideration and dividends assume quite 
a secondary position In these circumstances, the interests of the 
labourers (and the consumers) tend to be looked after so eis to avoid pub- 
lic criticism. In ail these respects, the case of land stands by itself and 
the idea that all property is a trust to be administered on behalf of the 
community is felt to have a greater applicability to land than to other 
forms of property. And in the present helpless condition of the Indian 
ryot, it is necessary to give prominence to this idea and to make 
the landlord an effective and useful agent in rural uplift work. This 
problem has become more urgent than ever today owing to the 
widespread aw'akening among tenants, and legislation is either passed or 
under contemplation in the several provinces for protecting tenants 
against landlords. Unless the latter read the signs of the times and 
move w'ith them, it will be increasingly difHcuit for them to justih^ the 
continuance of their right in land merely on the ground of heritage. 

Technique and Equipment 

§9. Technique: methods of cultiTation.— The Indian agriculturist for 
the most part follows methods of extensive cultivation which are un- 
suitable in view' of the smallness of the average holding, with the result 
that the yield is much smaller than it need be. Contrasting Indian 
conditions ivith those in Japan in this respect. Sir Nf. Visvesvaraya 


- J. M. Keynes, The End of Laissez-faire, pp. 42-3. 



22 2 INDIAN ECONOMICS 

writes: ‘Japan, although not entirely self-sufficing in the matter 
of food, maintains normally a population of fifty-six millions on 
a cultivated area of seventeen millions, or one-third of an acre per 
head as against India’s five-sixths of an acre.’ Agidculture is carried 
on in Japan and China very intensively and thoroughly, almost 
like gardening, and the salvation of the Indian peasant lies 
similarly in adopting intensive methods of cultivation. This in- 
volves, among other things, more expenditure on permanent improve- 
ments and iiTigation, more efficient cultivation, careful selection of seed,, 
a better system of rotation of crops and adequate manuring. We have 
already disposed of the first two items in tlris list. As regards metliods^ 
of cultivation, they can occasionally be seen to reach a very high standard 
in India, but in many parts of the country there is considerable scope 
for improvement in respect of preliminary preparation of the soil,, 
sowing, harrowdng, xveeding, thinning and spacing out, haiv^esting. etc. 
The value of pure seed of good quality is great, but very often the 
fanner is either not careful enough in selecting his seed or he fails to 
get it even wTen he realizes its importance. There are a certain number 
of seed societies and seed farms, but they need to be multiplied many 
times to ensure an adequate supply of seed of high quality to the farmers 
in all parts of the country. The Agricultural Commission recommend 
the o'eation of a separate organization, for the distribution and testing of- 
seed, in charge of a Deputy Director under the Director of Agriculture.^ 
As regards rotation of crops, there has been a distinct falling-off from 
former standards. The lure of immediate gain has in too many cases 
led to an unhealthy and in the long run unprofitable concentration on 
certain crops like cotton and wheat. Bitter experience will no doubt 
eventually make the cultivator realize the necessity for a rational system 
of rotation, but something may also be done by propaganda. A recent 
w^elcome development in certain parts is the introduction of groundnut 
as a rabi crop into the scheme of rotation, and this has been facilitated 
by the immediately profitable character of this particular crop. The 
possibilities of giving a place to fodder crops in a regular system of 
^rotation need to be properly explored, especially in view of the present 
acuteness of the problem of an adequate food supply for the cattle. 

§10. Manure.-— The application of manure and fertilizers is a vital 
factor increasing the yield from the soil especially in view of the intense 
pressure on the land and the fall in the world prices of agricultural 
commodities, calling urgently for more efficient methods of agricultural 
production. It is, however, not always the farmer’s fault that the land 
is insufficiently manured. There may be no irrigation facilities, and 
heavy manuring of land in dry tracts is worse than useless. Also, it may 

^ Agricultural Commission Report, par. 103. 

" See Agricultural Commission Report, pars. 80-95, Agriculture and Animal Hus- 
bandry in India (1935-6), India in 1934-5, pp. lo-ii. 
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often be that the required manure is ver\' scarce and dixTcuh t'; aet, 
or too expensive, having regard to the limited means of the average 
cultivator. But on the whole the question of proper manurial treatment 
of the soil and of the careful conservation of manure is much negiectcJ 
in this country. One of the wasteful practices to which people in India 
are addicted is the use of cow-dung as fuel. This should be discouraged, 
and in so far as the use of famiyard manure as fuel is a matter oi 
necessity,^ the solution tvoiild lie in providing alternative forms of fuel. 

aste areas near villages should be planted wnth fuel trees, and fuel 
reserv’es should be established as near the village as possible through 
the agency of the Forest Department and local bodies. The possibilities 
of afforestation for increasing fuel supplies and of cheao railway freight 
for fuel should be thoroughly examined. Cattle urine is usually allowed 
to run to waste, and there is still much prejudice against the use of human 
exa'eta as manure, though it is gradually breaking down. The Indian 
cultivator has much to learn from the Chinese and the Japanese 
cultivator with regard to the manufacture of composts. In China there 
is no organic refuse of any kind which does not eventually find its w’av 
back to the land as manure. 

Mr Brayne was able to get the villagers in the Gurgaon District 
of the Punjab to dig pits into which all village sweepings w’ere to be 
thrown so as to seiwe the double purpose of cleanliness and conservation 
of manure. More than 40,000 pits, all six feet deep and ten or twelve 
feet wide, were thus dug in the course of a few years. Mr Bravne also 
attempted to induce the villagers to use the ‘ pits for latrines for men 
and women with hedges for privacy and planks across for convenience ' 
to ensure clean villages and heavy a'ops. The full utilization of human 
excreta and all garbage and sweepings for agricultural purposes would 
mean that the present drainage systems in several cities and tow’ns, 
where all such manurial matter is let into the sea or river water, would 
have to be changed. Poudrette is the least obnoxious form in which 
night-soil can be supplied to the cultivator and in this connexion the 
methods adopted at Nasik are worthy of study by other municipalities. 
The value of leguminous arops in rotation as a source of combined 
nitrogen has always been recognized by the Indian cultivator. The 
Agricultural Departments, however, should investigate the best methods 
of employing leguminous crops to increase soil fertility. 

The Agricultural Departments are not in a position, as things stand 
at present, to give definite advice to the cultivator about the economic 
use of fertilizers. It is therefore gratifying that the Imperial Council 
of Agricultural Research constituted a Standing Fertilizers Committee 

^ The use of cow-dung as fuel is not alwaj's due to the fact that no other fuel 
is available. It is often just thoughtlessness or prejudice. In the Punjab, for ex- 
ample, the belief is apparently common that ghee cannot be made without dung 
cakes (see Brayne, op. cit., p. 6>. 
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in 1930 to carr)' out investigations into problems relating to the conser- 
■vation of indigenous manurial resources and the use of fertilizers and 
the preparation of a programme of research on fertilizers. A small 
grant to each province has been sanctioned to collect and correlate data 
on manurial experiments carried out in the provinces. This is likely 
to prove of value in tire future. In canal and other irrigated areas, 
ammonium sulphate, honemeal, fish manures and oil-cakes are being 
used in gradually increasing quantities, thanks to the propaganda of 
the Agricultural Department. The extent to which the demand for 
artificial manures is increasing throughout India is demonstrated by the 
increase in the quantity of imports of such manures from 21,590 tons in 
1925-6 to 108,000 tons in 1939-40. 


Equipment 

The following classification has been suggested by Mr Keatinge as 
giving a comprehensive idea of the varied equipment which a farmer 
ought to possess : 

Capita* 


Fixed Capita! Working Capital 


S^and Permanent additions 

and improvements to 
the land, e.g. build- 
ings, wells and em- 
bankments 


Circulating capital, 
e.g. manure, pro- 
duce on hand, ready 
money for paying 
wages 


Slock 


1 

Reserve fund, 
e.g. sinking 
fund, insurance, 
repairs 


Livestock Deadstock 

Keatinge remarks that, ‘ if a man’s business is to be put on a sound 
basis . . . and the maximum profits extracted from the land, every form 
•of capital enumerated above must be provided for in some way or 
other ; and it is only by a proper understanding of each form of capital 
that correct accounts can be kept, and the true sources of profits and 
losses determined.’! 

§ 11 . Implements-^— The Indian agriculturist still largely uses his old 
and simple isPnplements which are cheap, light and portable, easy to 
make and to repair, and within the capacity of draught oxen ; but 
greater productivity obviously depends on the use of improved imple- 

' ’Rural Economy in the Bombay Deccan, pp. 103-4. 

" See Agricultural Commission Report, pars. 107-10. 
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ments. Iron ploughs, sugar-cane arushers, small pumping machinery 
.and water-lifts have been inti'oduced to some extent, but much, still 
xemains to be done in this direction. Other improved implements 
distributed include harrows, hoes, seed drills and fodder cuitern 
American methods based on an extensive use of agricultural niadiineiy 
m'e ill-suited to a country of small-holders, but these limitations are 
capable of being partly overcome by co-operative and joint farming. 
It is interesting to note that a large number of tractors are being 
employed by farmers in Gujarat and elsewhere, blost of these have 
been bought and are being used by speculators who work on hire, 
though a fe'iv of the larger landowners have purchased their ov:n. In 
upper Sind, the northern part of Bihar and the Central Provinces the lar- 
ger zamindars are shotving considerable interest in tractor development, 
and if demonstrations could be carried on and reliable data obtained, 
this is likely to result, in the near future, in increasing me deniaml 
for tractors which make possible deep and thorough cultivation of the 
soil such as is beyond the capacity of ordinary’ bullocks, and effect great 
•saving of time.^ Tractor ploughing for the removal of the deep-rooted 
weed called harlchi is being used in the Southern Division of the 
Bombay province by the , Karnatak Agricultural and Transport 
'Company.2 There is also a large scope for the improvement of agri- 
’cultural implements worked by hand power and cattle. Intensive 
propaganda is necessary to induce a large number of cultivators simul- 
taneously to use improved implements, because one of the difficulties 
in the 'ivay of their adoption by the individual cultivator is his fear of 
xidicule and of being regarded as a crank. The work of popularizing 
the use of improved implements clearly falls within the scope of the 
Agricultural Departments, agricultural associations and co-operative 
societies, and it is desirable that all these agencies should combine and 
co-ordinate their activities. The Agricultural Departments should give 
careful thought to the question of cheapening improved implements, 
for example, by mass production of their wooden parts. Improvement 
of existing types of implements rather than the introduction of nevr 
types should be the aim. Excessive multiplication of implements is likely 
to confuse the cultivator and make him suspicious of the policy of the 
Agricultural Department. The railway authorities should be induced 
to give their most sympathetic consideration to the question of concession 
rates on agricultural implements and machinery. One of the useful 
measures adopted by the Agricultural Department is the appointment 
of agricultural engineers to advise cultivators and to arrange for the 
installation of machinerj% particularly for irrigation, etc. Attention is 
also being given to the manufacture of improved implements cheaper 


^ India in J950-J, p. 19^. 

* Annual Re-port of the Department of Agriculture in the Province of Bombay^ 
^936-7. par. 87. 
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than those used in the '^Vest and simpler to operate. To ensure full 
benefit from new implements, it is necessary that they should be manufac- 
tured in the country itself and full provision should be made for the 
supply of spare parts and facilities for repairs. The Agi'icultural Com- 
mission suggest that if the protective duty on the import of iron and 
steel is found to impose a serious handicap on the Indian manufacturer, 
a rebate might be given on any iron and steel imported for the manu- 
facture of agricultural machinery and implements. If special efforts 
are put forth— including state aid to indigenous manufacturing firms— 
our present dependence on foreign supply may soon be expected to di- 
minish considerably or vanish altogether.^ 

§12. Livestock." — Cattle are the most important part of the livestock 
possessed by the Indian cultivator. ‘ Without them the fields remain 
unploughed, store and bin stand empty, and food and drink lose half 
their savour, for in a vegetarian country 'idiat can be worse than tO' 
have no milk, butter nor ghee ? In India, cattle supply practically 
all the motive power for ploughing, for lift irrigation, etc. They are 
also the principal source of the manure commonly used. Also, carting 
for hire is almost the only subsidiary rural industry in India, and strong 
and healthy cattle are necessary as draught animals. Again, the 
improvement of cattle is important for the development of a well-organiz- 
ed dairy industry, which is often mentioned as offering great possibilities 
as a subsidiary rural occupation in India. Lastly, the necessity of an 
abundant supply of milk is obvious in a vegetarian country where milk 
affords the only easy means of rendering the diet of the people rich 
enough in nutrith^e elements for health and strength. In spite of the 
supreme importance to India of an adequate and healthy livestocks 
conditions in this respect leave much to be desired.^ The country is. 
maintaining an excessive number of cattle but they are so deplorably 
poor and ill-fed as a general rule that there is a serious deficiency of 

The Delhi Conference (1938) of the Ministers in charge of Industries 
strongly favoured the manufacture of all machinery in the country itself. 

= See AgriciilUire and Animal Husbandry in India (1935-6), pp. 242-54, also 
Annual Report of the Department of Agriculture, Bombay (1939-40), pars. 50-61. 

® M. L. Darling, op. cit., p. 31. 

^ The first general quinquennial census of livestock in British India was under- 
taken in 1919-20. The report on the fourth quinquennial census taken in January 
1935 shows that there were then in British India i53,745,ooo‘ head of bovine cattle. 
The total figure for this census was over 5 millions higher than that recorded at 
the preceding census in ^ 1930. A large number of these cattle are economically 
superfluous. The next, i.e. the 5th, quinquennial census of livestock in India, 
carried' out late in 1939 and early in 1940, revealed a total of 147,424,000 but all 
these figures are incomplete owing to non-participation in the census by certain 
provinces and States. There is apparently a decrease in the number of cattle in 
Ae five years ending 1940, for which the slump in agricultural prices during the thirties 
is suggested as a contributory cause — Famine Inquiry Commission, Final Report, pp- 
176-7. See also Indian Year Book (1941-2), p. 330. 
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cattle power. There are 67 cattle ’oer 100 acres of net sotcn area. The 
inter-provincial distribution of cattle is markedly irregular, even when 
allowance is made for the nature of tlie land to be tilled, the extent 
of well irrigation, the amount of scrub and jungle, the rural populati tn 
and size of holdings, etc. Considering the general average, iiie Agri- 
cultural Commission argue that, in -^diarever respects Indian cattle may 
be lacking, they do not lack in numbers, Holland possesses the largest 
number of cattle in relation to the size of the countiw and yet has ^5 
cattle per too aa'es of cultivated land. In Egypt, where general 
conditions under which agriculture is canned on ai'e much more similar 
to those obtaining in parts of India than in Holland, there are 23 cattle 
pel 100 aa'es of cultivated iand.^ 

The Agricultural Commission are of the o:':)inion that the census 
figures of livestock in India suggest a vicious circle. ‘ The number 01 
cattle within a district depends upon, and is regulated by, the demand 
for bullocks. The xrorse the conditions for rearing efScient cattle are, 
the greater the numbers kept tend to be. Coxvs become less fertile, and 
their cah’es become undersized and do not satisfy cultivators, xvho, in 
the attempt to secure itsefui bullocks, breed more and more cattle. As 
numbers increase, or as the increase of tillage encroaches on the better 
grazing land, the pressure on the available supply of food leads to 
further poverty in coxes, and a stage is reached xehen oxen from other 
proxunces or male buSaloes are brought in to assist cultivation, as in 
Bengal. - 

§ 13 . Problem of fodder supply. — The cattle in India are not only 
overworked but also ill-fed. Tradition and custom fix the responsibility 
for finding food for his cattle on the European stock-oxvner. This is 
not so in India xehere the cuItNator rarely puts forxeard any special 
effort to keep his animals in efficient condition— a task difficult enough 
in any case oxving to the natural handicap of periodical droughts and 
fodder famines. Over the greater part of India there is a shortage of 
fodder from December to July. The condition of the cattle is especially 
deplorable betxveen March and June, xvhen they roam about on the 
parched fields picking up a precarious Ihdng, and a large number of 
them are reduced to bags of bone by the time the rains commence. 
As soon as the rains set in and the young grass begins to groxv, they 
gorge themselves on it and suffer from x^arious diseases as a consequence.^ 
As Keatinge says, there is hardly any lesson that the people in India 
have to learn ' more important than the groxvung, efficient storage, and 
economical use of fodder crops The problem of an adequate fodder 
supply is ex^en more serious than that of food, as fodder is not easily 
transported from place to place on account of its large bulk and small 
x^alue. The old days of extensive pastures are gone, never to return, 

^ ibid., par. i5S. 

* op. cii., p. 123. 


^ Agricultural Commission Report, par. 1S8. 
* See Rural India (April 1927), p. iSS. 
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owing to ina'ease o£ cultivation* No considerable additions to existing 
grass areas are possible. But it is possible to increase the productivity 
of land already gi'owing gi'ass. A more sympathetic forest administra- 
tion in the matter of providing grazing facilities and fodder will remedy 
the situation to some extent. The possibilities of fodder supplies from 
forests in times of scarcity should be carefully examined, and gi'ass- 
cutting should be preferred to gi'azing. The common pasture land in 
the village is too small in area, and moreover, owing to the carelessness 
of the villagers, it is rendered less valuable^ than it might be, being 
generally blocked ^vith brambles and useless trees and bushes of all 
kinds. It is necessary that people should learn the value of growing 
fodder crops like Egy^ptian clover, leguminous fodder crops, etc., and 
laying down pastures. Conservation of fodder stacked dry or preserved 
gi'een in silos or pits is a matter which requires careful attention. Every 
effort should be made to prevent wastage, and suitable chaff-cutters 
should be used for the purpose. Stall-feeding should be more widely 
resorted to. The Government may encourage all these methods by 
rewards or remissions of land revenue and premia for well-kept cattle 
and fodder. The economical use of fodder supply implies the reduction 
in the number of useless cattle. A large number of maimed and worn- 
out bullocks and barren cows are maintained in a half-starved condition. 
In Western countries they would be slaughtered for food. In India 
the demand for beef is comparatively negligible, and killing of useless 
cattle is a procedure against which the sentiment of the cultivator and 
a large part of the public revolts. The cultivator does not kill them 
but has no objection to staiwing them. His attitude is ‘ thou shalt 
not kill but need'st not strive officiously to keep alive It would 
really be much kinder both to himself and to the animals, -which are 
uselessly kept alive in Tvretched condition, if the Indian cultivator were 
to take a more business-like view of the matter like the Western farmer. 
But the prejudices are so deep-seated that we shall have to wait long 
for reform. Another way to reduce the pressure on the available supply 
of fodder is to evolve dual-purpose breeds which will render buffaloes 
lai'gely superfluous as sources of milk.^ 

§14. Cattle=breeding. — Professional cattle-breeders, formerly common in 
India, are now abandoning grazing in consequence of the growth of cul- 
tivation, and cattle-breeding is now regarded as an accident of husbandry 
rather than as an essential part of it. On the other hand, a constant 
supply of large numbers of improved bulls will be required to coun- 
teract the tendency to deterioration which is bound to occur in the 
conditions in which the ordinary stock of the ryot are bred and main- 
tained. Elimination of bulls by compulsory castration is necessary in 

^ The Agricultural Commission, however, utter the warning that in view of the 
difficulty of the task of breeding in Indian conditions even for a single purpose, it 
should not be endangered by the quest for dual-purpose breeds {Report, par. 197). 
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order to improve the quality, and the "l''eterinar}' Department has 
recently begun to perform this important function by methods un- 
objectionable to the religious susceptibilities of the people.- Eor 
selective breeding and cross-breeding, animals need to be enclosed. The 
cattle in Gujarat are superior and present a contrast to the half-sized 
and quarter-sized animals common in the Deccan. This has been attri- 
buted to the prevalence of enclosures in Gujarat. Co-operative breed- 
ing societies have been started in some places but some authorities 
believe that this type of work requires individual attention and does 
not lend itself to treatment by the co-operative method. The Imperial 
and Provincial Departments of Agriculture are devoting much atten- 
tion to the problem of cattle-breeding with a view to raising a more 
efficient livestock both as regards draught and milk. Breeding work 
is being conducted at the Imperial and Provincial cattle farms 1 "notably 
at the Hosur cattle farm, Madras, and the cattle farm at Hissar in the 
Punjab) in order to bring about an improvement in the milk yield of 
cattle by better feeding and selective breeding, as also by crossing 
indigenous breeds with sires of European pedigree.- At the Imperial 
Agricultural Research Institute (which was removed from Pusa to 
New Delhi in 1938), the milk yield of the pure Sahiwal herd has been 
very greatly increased by these methods, and the experiments that are 
'being conducted are expected to end in the evolution of a -well-defined 
Sahiwal-A\Tshire strain sufficiently hardy for Indian conditions. The 
apathy of the big landowners is a stumbling-block to progress in this 
matter and attempts should be made to overcome it by high officials 
who are in a position to exert influence on them. Giving a more 
scientific and practical education to the sons of landowmers ought also 
to go a long w'ay towards breaking down the present indifference of 
the landlord class towards rural economics. It is similarly within the 
powder of the Princes to give a push forvv'ard to the movement of agri- 
cultural reform, and every legitimate means should be adopted to 
stimulate their interest in practical agriculture. The scheme of 'gift 
bulls ' adumbrated by H. E. the Viceroy Lord Linlithgow and the Cattle 
Conference held at Simla in May 1937 served to focus public attention 
on this very important aspect of agricultural development. Considerable 
impetus was given to cattle improvement in all the provinces and States 
of India. 

§ 15 - The Yeterlnai?y Department. — The direct and indirect losses due 
to disease among cattle are heavy'. Loss of cattle by death is an 

^ The Bombay Livestock Improvement Act of 1933, which provides enabling 
legislation for the compulsory castration of ‘scrub’ male cattle stock in villages at 
the instance of local bodies, was applied in 1940 to 77 villages in the pro* 
vince. It has been claimed that, with the co-operation of the villagers, the Act has 
worked very satisfactorily tow'ards raising the standard of village herds of cattle. 
Annual Export of the Department of Agriculture, Bomhay (1930-40^* par. 54. 

^ See India in P- ^ 7 ' 



INDIAN ECONOMICS 


230 

important cause of rural indebtedness. The enfeeblement of the 
surviving cattle is perhaps an even more serious consideration. The 
uncertainty of animal life also compels the cultivator to keep reserves 
of cattle, which he is unable to feed properly, and thus he neglects their 
quality. It is also one of the reasons of the reluctance even of the larger 
landowners to engage in cattle-breeding operations.^ The work of the 
Veterinary Department in reducing the appalling incidence of disease 
and mortality among cattle must be briefly noticed. The number of cases 
treated at veterinaiy hospitals and dispensaries and by itinerant officers 
is steadily on the increase, showing a gradually improving appreciation 
by the public of the valuable tvork being done by the Department.'^ 
Not the least important work of the Veterinary Department is granting 
immunity against contagious diseases in infected areas by comjDulsory 
inoculations carried out with sera and vaccines, and here also the 
tendency on the part of the cultivator to resent such action taken by 
the Department is on tire decline owing to a gi'owing conviction of its 
utility. In Madras, prophylactic measures have been taken against 
rinderpest, the most dreaded of cattle diseases in India. In the same 
province compulsory inoculation by the serum method has been legalized 
in villages notified by a District Magistrate. The disease being wide- 
spread, effective isolation would be impracticable, and in view of Hindu 
sentiment, destruction of healthy cattle in* contact with infected ones 
is out of the question. Measures must therefore be devised for protec- 
ting the individual animal instead of trying to stamp out the source of 
infection. Compulsory inoculation, however, is undesirable at present. 
The Agricultural Commission strongly recommend what is called the 
* serum simultaneous ' method in preference to the ‘ serum alone ' 
method of inoculation against rinderpest.^ No charge should be made for 
preventive inoculation. The provision of veterinary aid in India ^is 
most inadequate and the Commission recommend the establishment in 
each district of a central veterinary hospital with a number of 
dispensaries serving the subdivisions of the district. The staff attached 
to these dispensaries should be increased and men sent out to tour the 
districts. A substantial increase of veterinary officers of all grades is 
necessary. Veterinary research work should be concentrated at the 
Muktesar Institute.-* 

§ 16 . Reserve capital.^- As in other industries, so in agriculture, some 
provision for unforeseen expenditure as well as by way of a sinking 
fund and insurance is necessary if agriculture is to be conducted, as 

^ Agricultural Commission Report, par, 236, 

* Agricultural and Animal Husbandry in India (1935-6), pp. 248-9, 

* It has been officially claimed that as a result of systematic work a stage has 
now been reached at which, given the necessary staff, rinderpest can be brought 
under control at a comparatively small cost, 

* Agricultural Commission Report, par. 237. 

* See G. Keatinge, op. cit., pp. 141-5. 
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it ought to be, on sound business principles. It is a common experience, 
especially in tracts o£ uncertain rainfall like the Bombay Deccan, that 
there is a regular cycle of good, bad and indifferent years. Lack of any 
provision for meeting the more or less inevitable calamities like famines 
intensifies the suffering and distress resulting from them. There is 
similarly an absence of any systematic arrangement for meeting the 
charges on unproductive mortgages or loans or in connexion vcith. 
depreciation of field improvements and implements. As Keatinge points 
out, the sinking fund maintained for these various purposes need not 
be kept idle and in cash. It might be utilized for objects like ca.ttle- 
breeding or the planting of fuel trees, investments tvhich could be 
liquidated whenever necessit'y should arise for so doing. 

The princioie of agi'icukural insurance has scarcelv vet struck root 
in India. It is, how-ever, a necessary precaution to insure stacks of 
fodder, farm buildings, crops, cattle, etc. Insurance is parnculaiiy 
needed in the case of fodder and cattle. The recurrent losses due to 
Tick'burning and cattle mortality are very hea\y. It may be noted here 
that a beginning has been recently made in the direction of cattle 
insurance on a co-operative basis. Failing a regular sinking fund and 
insurance, for a general resort to wUich by the Indian fanner we shall 
have to wait for a long time, the next best plan tvould be to encourage 
the cultivator to build a farm-house on his holding, *' so that he may be 
on the spot to protect his property, to have a reserve of fodder, to make 
his cattle secure against famine, to have an enclosed pasture in which 
lie may segi'egate them when contagious diseases occur, and to have an 
irrigation tvell to serve as an insurance against unemployment in the dry 
season 

Organization 

ilT. Importance of rural industries. — Agriculture is as much in need 
of organization as any other business, but in India it is at present in a 
werv bad w^ay as regards both internal and external organization. Some 
'o£ the serious shortcomings in internal organization, such as the absence 
of economic holdings, permanent improvements, etc., have already been 
discussed. The particular defect which w^e now" propose to single out 
for special treatment relates to the absence of subsidiair}' industries to 
enable the farmer to distribute his labour more evenly throughout the 
year than is the case at present, and thus improve his economic position. 
The absence of such industries constitutes a source of great w-cakness 
to the small holder, who at present attempts the impossible feat of 
maintaining himself on bis little holding without any supplementary 
■sources of income worth mentioning. 

There is an appalling w'aste of rural labour on account of the 
.seasonal character of agricultural operations. Except in irrigated tracts. 


See G. Keatinge, op. cit., p. 145. 
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ivhere it is possible for the cultivator ‘ to sow something every month 
and to reap something every month and be always watering and weed- 
ing the average farmer does not get employment on his farm all the 
year 'round. The duration of this enforced unemployment has been. 
variously estimated at horn 150 to 270 days in the year. Mr E, H. H. Edye,. 
Census Officer for the United Provinces, writes in the Census Report 
o£ 1921: ‘The bulk o£ the population is agricultural, and agriculture 
here means ordinarily the growing, harvesting and disposal of two a'ops 
in the year, and not the mixed farming familiar in England. Agriculture 
of this kind involves very hard tvork for certain short periods— generally 
two sowings, two harvests, an occasional weeding in the rains, and 
three waterings in the cold weather— and almost complete inactivity for 
the rest of the year. In precarious tracts, inactivity may be unavoidable 
for a whole season, or even for a whole year. These periods of inactivity 
are, in the great majority of cases, spent in idleness.' According to 
Dr Slater, taking the land of South India all round, there is agricultural 
work for the cultivator only for five- twelfths of his possible working 
time. Mr J. C. Jack in bis Economic Life of a Bengal District says : 

‘ The time-table of the cultivator . . . when his land is unfit for jute,, 
shows three months' hard “^vork and nine months' idleness ; if he grows 
jute as well as rice, he wdll have an additional six weeks’ work in July 
and August.' According to Keatinge, there are only 180 to 190 w'orking 
days in the year in the Bombay Deccan, while according to Calvert, the 
work done by the average cultivator in the Punjab does not represent 
more than about 150 days' full labour. The Royal Commission on 
Agriculture point out that while the amount of spare time varies very 
gi-eatly according to local agricultural conditions, it may be assumed as a 
broad generalization that by far the gi'eater number of cultivators have 
at least two to four months of absolute leisure in the year (par. 488;. 
The U. P. Banking Enquiry Committee estimate that for the province 
as a whole the peasant is occupied for not more than 200 days (par. 

361)- 

In the absence of industries ancillary to agriculture, the Indian 
farmer looks upon the slack season as the time for recreation, marriage 
and litigation- Occasionally he may accept temporary employment in 
a town factory or on Government public works or migrate to rural 
areas to sell his labour, or ply his cart for hire. In the case of the 
last alternative he has nowadays to reckon with the increasing competi- 
tion of the motor truck. None of these usual occupations are altogether 
satisfactory from the agriculturist’s point of view. As Mr Darling points 
out : * The only w^ay in which a small farmer can keep himself out of 
debt is by being frugal and industrious and by having a second string 
to his bow/ This is the experience of the small holder all over the 
world. In Japan, the rearing of silk worms is an important supple- 
mentary rural industry.. France, Germany and Italy all have their own 
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rural industries. Moreover, agriculture in the ^Vest is of a mixed and 
varied character and gives employment to the farmer v/ithout anv 
interruption. Dairy-farming, pig-keeping and poultry-farming are the 
chief rural spare-time occupations. The problem is ho%v to suppiv the 
small farmer in India with some satisfactory* spare-time occupations which 
can be undertaken by him or liis family without detriment to the cultl 
vation of his land, in order to add to the income from agriculture.- 
Special attention has been drawn to this question in recent years as a 
result of the inauguration of the All-India Village Industries Association 
in December 1934. The village uplift campaign see ch. xi; and the 
keen interest of Congress hlinistries in the revival of rural industries 
have also seiwed to focus attention on this urgent problem of rural 
economy. 

il6. Dairy ^farming, etc. — Dairy-farming is one of the possible subsidiary 
industi'ies in India, and if it could be successfully established it would 
not only improve the economic position- of the ryot but also solve 
tlie problem of an adequate and pure milk supply. The problem is 
esi^ecially acute in urban areas where the milk is adulterated by 
the mixture of highly injurious substances like boric acid, formalin, etc., 
and is not only poor in quality but also much dearer tiian in almost 
any other country in the world. Attempts to start dairies that have been 
made hitherto have on the %v'hole failed almost without exception, firstly, 
owing to the poor milk-producing qualities of tlie indigenous cattle 
(■^vhich have deteriorated owing to the hard conditions of their life}, 
want of protection by legislation and want of encouragement by the 
Government. Having regard to the fact that milk and its products are 
the best possible media for carrying bacteria and germs of typhoid, 
diphtheria, etc., it is essential that production on scientific lines should 
be made a financial success so as to ensure a safe and sure supply of 
milk to the public. Villages adjoining cities should be in a position 
to cater for the large demand that exists in urban areas for milk of 
reliable quality at reasonable prices. Even in villages which are distant 
from towns and cities, there is scope for milk products being manu- 
factured in forms such as cream, ghee and butter, suitable for transport 
over long distances. Dairy-farming, however, if it is to be properly 
conducted, involves careful attention to the quality of the animals so 
that their :i3iilk-yielding capacity may be adequate. It is necessar\% by 
means of scientific breeding, to produce good milkers and to breed out 
the disadvantageous characteristics produced by generations of starvation 

^ For an interesting survey of ihe existing and possible rural industries, subsi- 
diary to agriculture, in the various prG\rinces of India, the Reports of the Provincial 
Banking Enquiry Committees and the Report of the Central Banking Enquiry Com- 
mittee (par. 299) may be consulted. 

* The annual cash value of dairy products has been estimated at over Rs. Soo 
crores. 
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and of promiscuous mating.^ As Keatinge points out, the subsidiary 
industry par excellence of the cultivator should be the breeding and 
rearing of livestock, viiich would provide an occupation and an income 
at all seasons and return to the soil the manure which is necessary to 
maintain its productivity. There are difficulties in the way, such as 
the a'owding of the animals together with the men into the village 
houses, where proper attention to the cattle is impossible. Existing 
circumstances such as scattered holdings and congested villages need to 
be modified in order that animal husbandry on a commercial scale may 
be possible. Also there are various difficulties in connexion with 
adequate grazing facilities and fodder supply. All these difficulties 
must be steadily overcome in order that there should be a better balance 
between crop-production and animal industry than at present.^ 

Apart from dairy-farming and cattle-breeding, the following rural 
cottage and home industries may also be inentipned : poultry-keeping, 
fruit-growing, fishing, market-gardening, gur-making, hand hulling, 
sericulture, lac-culture, bee-keeping, tanning, soap-making, mat-making, 
bamboo- and cane-work, rope-making, j^ottery, knitting, making bidis, 
toy-making, glass-bangie manufacture, agidcultiiral tools and smithing, 
woochrork, lace and embroidery wmrk, paper-making, pastry- and sweet- 
making.3 

It is obvious that not all the industries can be introduced everywhere 
in India. In order to ascertain the possibility of introducing any of 
them in the different areas, a series of intensive regional surveys would be 
necessary.^ The special conditions of each district and village would have 
to be carefully studied and industries selected accordingly. Poultr^^-f arm- 
ing, for example, would be possible only in those pai'ts where there is no 
strong religious repugnance to its pursuit as an occupation. A similar 
<?bnsideration would rule out bee-keeping, for example, in Gujarat, wffiere 
Jainism has a strong hold on the minds of the people. Poultry-farming 
and market-gardening would again require ready markets near at hand 
and could be introduced with advantage only in rural areas near towms. 
Sericulture requires special altitudes and climatic conditions and has now 
to face the competition of the growing imports of artificial silk. 

^ See Agricultural Commission Report, Minutes of Evidence, vol. I, part i, 
pp. 338-41. 

® See Dr Wright’s Report on the Dairying Industry of India. 

* See the Annual Reports of the Village Industries Association for fur'ther parti- 
culars regarding village industries. For an illustrative list of part-time cottage 
industries in Bombay province see the Report of the Bombay Economic and Itidus- 
trial Survey Committee (1938-40), vol. I, par. 14. 

^ Sir M. Visvesvaraya suggests that, as in Japan, a classification of some districts 
as primarily agricultural and others as industrial, according to the resources of each, 
should be attempted in the Indian provinces and States, and that the people should 
he assisted and encouraged to follow recognized occupations. Planned Economy for 
India, p. 39. 
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^ 19 . Economics of khaddar. — Hand-spinning requires a somewha: more 
detailed treatment, not so much because 01 its intrinsic imnoiiance ns 
because of the controversy tvhich has raged round tire charha and its 
possibilities. The advocates of the charka maintain that hand-spinning 
is the only supplementary industry -Dossible and suitable in present 
conditions for the large masses in rural areas, and that it affords the 
simplest and quickest means of utilizing existing idle man-potver. 
Mahatma Gandhi, the gi'eat preacher of the gospel of the charka, 
summarizes its advantages' as foilovts ; 

(i) It is immediately practicable, because pt} it does not require 
any capital or costly implements to put it into operation : both the 
raw material and the implements for working it can be cheaply and 
locally obtained; (b) it does not require any higher degree or skill or 
intelligence than the ignorant and poverty-stricken masses of India 
possess ; (c) it requires so little physical exertion that even little children 
and old men can practise it and so contribute dieir mite to tlie family 
fund ; (d) it does not require the ground to be prepared for its intro- 
duction afresh as the spinning tradition is still alive among the people* 

(ii) It is universal and permanent as, next to food, yarn alone 
can be sure of ahvays commanding an unlimited and ready market at 
the verv’ door-step of the worker, and thus it ensures a steady regular in- 
come to the impoverished agriculturist. 

(iii) It is independent of monsoon conditions and so can be carried 
on even during famine times. 

(iv) It is not opposed to the religious or social susceptibilities of 
the people. 

(v) It provides a most perfect and ready means of fighting famine. 

(vi) It carries work to the very cottage of the peasant and thus 
prevents tlie disintegration of the family under economic distress. 

(vii) It alone can restore some of the benefits of the village commu- 
nities of India now well-nigh ruined. 

(viii) It is the backbone as much of the hand-weaver as of the 
agriculturist, as it alone can provide a permanent and stable basis for 
the hand-loom industry which at present is supporting from eight to ten 
million people and supplies about one-third of the clothing requirements 
of India. 

(ix) Its revival would give a fillip to a host of cognate and allied 
village occupations and thus rescue the villages from the state of decay 
into which they have fallen. 

(x) It alone can ensure the equitable distribution of w'ealth among 
the millions of inliabitants of India. 

(xi) It alone effectively solves the problem of unemployment, not 
only the partial unemployment of the agriculturist, but of the educated 
youth aimlessly wandering in search of occupation. The very magnitude 


See R. B. Gregg, Economics of Khaddar, pp, 170-2. 
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of the task requires the marshalling of all the intellectual forces of the 
country to guide and direct the movement.^ 

C. Rajagopalachari, siting on the charka in his Memorandum 
submitted to the Royal Commission on Agriculture, says : ' Hand- 

spinning is the only occupation that can fill the spare hours of the rural 
population if we take into account the limited skill and knowledge of 
the people and the necessary conditions of any spare-time occupation, 
namely that it should be simple, easily learnt, and capable of being taken 
up and put aside any time so that it may not interfere with the 
main occupation.* This conclusion, he says, is confirmed by actual 
experience in the khaddar revival work in the Tamil Nad in the Madras 
Presidency. People there, especially w’omen, have taken kindly to the 
charka, and their supplementary earnings, small as they are, ranging 
from Rs. 15 to Rs. 25 per charka annually, are a useful addition to their 
incomes especially as, in not a few’’ cases, the income from land itself 
is no more than about Rs. 50 per family per year. Similarly, 
Puntambekar and \^aradachari, in their excellent essay on hand-spinning 
and tveaving, maintain that the charka has a great future before it and 
is capable of effectively supplementing the existing mill production so as 
to provide clothing for the w^hole population on an adequate scale, if 
only a suitable organization on decentralized lines is called into existence 
for this purpose. There are, however, two main difficulties admitted 
even by fervent advocates of khaddar like Rajagopalachari, namely 
(i) the taste that has been created for fine fabrics, and (ii) the greater 
cost of hand-spun cloth as compared with that of mill products, especial- 
ly those imported from abroad. He holds that the second is the greater 
difficulty and suggests that a state bounty should be given so as to help 
production and make reduction of prices possible, and maintains that 
this will be necessary only for some time pending an increase in the 
general prosperity and purchasing power of the poorest classes through 
the recurring annual savings. He also recommends other methods of state 
help, such as loans of capital and facilities for production and distri- 
bution, reduced freights and preferential treatment in octroi and other 
taxes. We cannot agree, however, that ' the increase in the purchasing 
power of the poorest classes even assuming it can come so easily, will 
induce them to buy khaddar in preference to the cheaper mill-made 
cloth. Unless khaddar sells as cheap as or cheaper than mill-made cloth, 
a permanent system of artificial props in the shape of bounties 


^ Under the auspices of the Indian National Congress, the All-India Spinners’" 
Association was formed in 1923 'to finance and direct the production and sale of 
khaddar through its various production centres and sales depots’. Although the 
capital resources of the Association amounted at the end of 1941-2 to no more than 
Rs. 50 lakhs, as against about Rs. 50 crores engaged in textile mills, employment 
has been found for more than half the number engaged in the mill industry. See 
Nanavati and Anjaria, op. cit., p. 249. 



AGRICULTURE : LABOUR, EQLTPZvIEXT & ORGANIZATION 237 

'vvill have to be maintained at the expense of the general laxpayer. In 
his preliminary report, the special of&cer appointed by the Madras 
Government to carry out a sun'ey of cottage industries, emphasizing 
the limitations of tlie khaddar movement in the Presidency, arrives at 
the conclusion that the annual savings are not sufScient to hold out any 
large inducement to hand-spinning. These difficulties are real, and apart 
from the question of cost, it is not easy to change people s psychology’ 
and preference for * coolei and more attractive substitutes for the coarse 
khaddar which lie within the reach of all but the very poorest How- 
ever, so long as the farmer is not and cannot be supplied with any 
other more remunerative supplementary industry, hand-spinning offers 
him some chance of balancing his budget at the end of the year. The 
case for the charka is this, that spinning on the ciiarka is better than 
doing nothing whatever. But the quest for more remunerative subsidiary 
industries must be pursued to bring substantial economic relief to the 
cultivator. 

i 20 . Some other rural industries. — Another way to tackle rural un- 
employment is to promote the establishment, in rural areas, of industries 
connected with the preparation of agricultural produce for consumption 
and export, such as cotton-ginning, decortication of groundnuts, rice- 
, milling and husking, manufacture of refined sugar, oil-pressing, manu- 
facture of bone manure, etc. These industries should, as far as possible, 
be organized on co-operative lines. They should not be concentrated 
in towns but should provide wddespread rural employment. The supply 
of cheap electric power would be a great facility for the development of 
such industries connected with agriculture. The Punjab and Bombay 
offier a promising field for the establishment of hydro-electric w’orks for 
the distribution of cheap power in rural areas. A suitable system of 
technical education is a sine qua non of success. State aid to these indus- 
tries will also be necessary, at least in the beginning. The Agricultural 
Commission favour the local manufacture of agricultural implements 
by private firms helped by the engineering sections of the Agricultural 
Departments. This will also reduce the present heavy cost of transport 
and bring the local price within the reach of the agriculturist. The 
exploitation of bamboo as a material for paper manufacture might 
give employment to the rural population living on the outskirts of 
forests. Preservation of fruit by drying, canning and making into jams 
seems to hold out much prospect of employment to the agricultural 
community and of profit to the promoters. The Commission, however, 
are on the whole sceptical about the possibilities of improving the 
conditions of the rural population by the establishment of rural 
industries and look for the chief solution of the problems of the 
cultivator in the intensification or diversification of his agriculture.! 


^ Agricultural Commission Report, pars. 49-”3» 5*^* ^ similar coiKlusion has 
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It is, however, the considered view of the Central Banking Enquiiy 
Committee that by tlie introduction of new and the expansion of the 
existing indus tides much can be done to provide the cultivator with a 
’suitable subsidiary occupation for iiis spare time. They urge that 
provincial Governments should dc\'ote their earnest attention to the 
development of these Indus triesd 

S*21. Defective marketing of agricultural produce.-— So long as the 
Indian fanner was practising subsistence husbandry and enjoying the 
protection oi the old village organization, perhaps no further and 
special organization was necessary in rural areas, but today the conditions 
are altogether different. While the commercialization of agidculture 
and the establishment of wide and competitive markets have made a 
stronger organization necessary, even the old archaic organization has 
been so weakened that it has ceased to be serviceable, and the ryot is 
left without any guidance or protection to face an altogether novel 
situation. As the Agidcultural Commission remark : ‘ His interests have 
in the main been left to the free play of economic forces, and they 
have suffered in the process. For he is an infinitely small unit as 
compai'ed with distributors and consumers of his produce who, in their 
respective fields become every year more highly organized and more 
gtrongly consolidated.'^ 

It is a common experience everywhere that the producer of ra^v 
materials generally fails to get his fair share of the good things of tire 
world, and this is particularly the case at the present time in India 
where farming is carried on by small units unassisted by any special 
organization for their protection. The Indian cultivator is normally 
dependent on the money-lender, to whom his crops are often mortgaged 
in advance. Besides the money-lender, there are a number of profes- 
sional dealers and middlemen who attach themselves at every point 
and create a comfortable corner of nourishment for themselves at the 
expense of the cultivator. A further difficulty arises owing to an in- 
adequate provision of roads, bridges and feeder railways to enable the 
agriculturist to deal directly with the consumers or wholesale dealers. 
Other handicaps of the cultivator are : absence of literacy, absence of 

been reached by Messrs Abbott and Wood in their Report on Vocational Education 
in India, par. 17, 

^ Report of the Central Banhtng Enquiry Committee, pars. 301-2. For further 
particulars regarding state aid to rural industries, see vol. II, ch. ii. 

The All-India Village Industries Association, started in 1934 f>7 the Indian 
National Congress, aims at the encouragement and revival of village industries, such 
as soap-making, bee-keeping, paper-making, tanning and leather work, etc., depending 
. on available local raw material and local labour, 

' For a comprehensive treatment of the problem of agricultural marketing, 
consult the chapter * Marketing of Agricultural Produce * by S. G. Beri in Co- 
operation in India (edited by H. L. Kaji), pp. 340-65. 

* Agricultural Commission Report, par. 320. 
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properly regulated markets and of combinations among lai'mers, the 
chaotic condition of weights and measures, iinaudiorized deduc::ons of a 
number of market allowances, inadequaie storage lacilities, absence of 
standardization, grading, and uniiorm racking and absence of a prooer 
fivstem of market intelligence^ In the^e circumstances, it is nor surprising 
that the cultivator does not get a fair price for his producL*. 0\s’ing to h;^ 
ciironic shortage of capital and the need to sathn the demands of the 
sahukar and of Government land revenue, he is conipelied to sell his 
produce at a disadvantage just when everybody selling and the market 
is glutted. There is a long chain of middleineii, especially in the case 
of staple exports. Large firms often enter into forvem'd contract* vcirn 
the cultivator, to whom advances of money are gi^ en. in :i:it:ci:>at:on o£ 
the delivery of pi'oduce. As a tv pica! example of the multiplicity of 
middlemen who intervene between the cultivator and the consumer, 
the folioveing diagi'am is reproduced mom the Memorandum submitted 
by the Indian Central Cotton Committee to the Royal Agricultural 
Commission. - 

Grower 


Village iealer 
blarket fthroagh broker' 


deader 


Middlerr.an {cne or rrurei 
(ginnir.g here'* 


Bombay cemmissien 
agent (one or more) 


Exporter or mill 
buver or merchant 



! I 

Exporter cr mill Exporter or mii! 

buyer or merchant buyer or merchant 


As the Memorandum goes on to remark, the possible variations 
are obviously extremely numerous and the number of intervening 
middlemen may be ver\' high. But even if we put aside extreme cases, 
there are usually too many intemiediaries between the agriculturist and 
the consumer, such as the agriculturist's local agent, the moiussil 
purchaser's agent, mofiissil purchaser and retail purchaser. And as V. L. 
Mehta points out in his Memorandum, it would be possible to eliminate 
these intermediaries by the adoption of the co-operativ^e method. A co- 
operative sale society, for example, may dispense with the local agent and 
the mofiissil purchaser’s agent and make possible direct dealings with tlie 


^ For particulars regarding methods of sale, malpractices prevalent in the market 
and the various marketing charges see Report or: the Marketing of lT?:eat in India 
fi937'i, pars. 14S-62. This Report *has revealed the fact that our of a rupee which 
the consumer pays for his wheat the producer gets nine annas and a half. According 
to the more recent (1941'' Report on the markering of rice in India, the cultivator 
gets only eight and a quarter annas of the rupee paid by the consumer. 

^ Agricultural Commission Report, Minutes of Evidence, vol. II, part ii, p. 21. 
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mofussil purchaser. Not only this, but if there are efficient consumers* 
societies at the centre, all the intermediaries may be eliminated, to the 
very great advantage of both producer and consumer, ^ Co-operation 
offers the only satisfactory solution for enabling the agriculturist to 
realize the full mai'ket price of his produce. The agriculturist some- 
times deals directly with the consumer, but as each cultivator acts for 
himself, a disproportionate amount of time and energy is necessarily 
involved in taking the produce over considerable distances and dis- 
posing of it in small quantities. 

^ 22 . Co-operative sale.— It is only recently that the realization has 
dawned upon the Agiacultural and the Co-operative Departments that 
rural marketing is the crux of the whole question of rural prosperity and 
betterment, and the movement for co-operative marketing has already 
made some headway in India. Burma led the way by inaugurating 
joint paddy sale societies. But the most promising development has 
been in the sale of cotton in provinces such as Bombay. Co-operative 
cotton sale societies have been started in Bombay, the Central Proviii 
ces, Madras and the Punjab. The movement has so far achieved the 
most considerable success in Bombay, where there are four principal 
areas in which cotton sale societies are situated : (i) Dharwar 

and Belgaum ; (ii) Bijapur ; (iii) Surat, Broach and Kaira and (iv) 
Khandesh, those in the first and third areas being the most impor- 
tant. In 1939-40, tliere were in all 36 cotton sale societies in the 
province, which sold during the year 6*76 lakhs maunds of cotton of 
the value of Rs. 54* 15 lakhs.- These societies have established their repu- 
tation as an effective agency for improving the quality of cotton grown 
and securing better prices to the cotton grower. Several different types of 
organization are being given a trial : (i) societies which pool their mem- 
bers* produce, arrange for ginning and sell ginned (and baled) cotton ; 
(ii) societies which organize periodical auction sales of graded kapas— the 
sales being on individual account : (iii) co-operative commission shops 
which provide storage so that the growler is not obliged to sell on an 
unfavourable .day— such societies are being tried in the Punjab and 
(iv) co-operative ginning and sale of members* cotton by seed unions. 
These unions are mainly organized for the production of pure seed 
and can scarcely be regarded as touching the real question of cotton 

^ ibid,, vol. II, part ii, p. no. 

® There were 58 other sale societies which sold produce of the value of Rs. 25*26 
lakhs. See Annual Re-port on the Working of Co-operative Societies, Bombay 
(1939-40), par. so- 

• The commission shops at present do kachhi arhat business and so represent 
an attempt to deal co-operatively with marketing in its simplest form. The first 
of these was started in 1919. In 1937 there were 22 commission shops in the 
Punjab and they sold produce w^orth about Rs. 22 lakhs. See article, ‘Co-operative 
Commission Shops’ by Sayed Zahur Hussain in the Bombay Co-operative Quarterly 
(September 1938). 
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ruarkcting. The first nioe is the cnly one which makes a serious 
aucnipt to dispense "with the small middleman altogrthm and iuis 
attained some measure 01 success in the Surat District, tdiere il:e o^urii 
sale societies have recently coiiibiiied in a Sales Union T/hicli iiCb tak^-n 
os'vr the co-o] 3 erath^e ginning factory ahead} started the meiUje. ^ 
Another duty of the Union is to have the cotton 01 societies in-ured, 
securing a rebate on p^emiuni:^ whieh fonuo its main source or inc >::ie. 
The second type is in operation niainiy in the Dh:a'\\:a: District t'ddi 
Gaaag and Hubli as the prominent centres. 

Hotvever, tne progre:>s ot co-operative marketing organization e> en 
in its most rcinaikable deveiupniirnt, namely, in cotton, has not been 
very rapid, nor has it been unaiiended entire! v bv serious dtiects. s.Ln:i 
as: lack or skilled technical advice and giiidunc^, expert knovdeJac cl 
market coitaitirjus and trends, and abilitv for itrooer bminrsi 
nianageincirt : absence ot hold on the members who cannot be legrdhv 
forced to sell their cotton through the societicsj : inadequate finance 
specially hindering prompt advances ot money to growers;, lack of go- 
down and storage facilities, ignorance about internal and external 
markets, isolation of the sale societies. Paucity of trained personnel Over 
and above the opposition of the vested interest of traders hinder the 
organization of co-operative sale societies.^ All these defects must be 
removed, and the movement must be efficiently organized and skilfully 
^vorked in order that it may be able to fight against the powerfui vested 
interests of daials, adatyas and other middlemen.- The Reserve Bank 
of India should extend financial help to Co-o iterative Marketing 
Societies through the Provincial Co-operative Banks. (See ch. x.) 

The principle of co-operative sale has been extended to other 
aginculturai products such as giir, tobacco, chillies, paddy, areca nuts and 
potatoes, and there is a fairly efiicient organization for the sale of gur, 
especially in the canal areas in Bombay province. Unfortunately the 
experiments made in Bengal in the co-operative sale of jute and paddy 
ha^e not met with success. Recently societies for the sale of paddy, 
sugar-cane and fish have been organized. Afadras has a number of 
sale societies, but tlieir transactions are small and they have not made 
much progress.^ Ho'vv'ever, as indicated above, the sale movement has 

^ Revie'ai of the Co-operative Movement in India i 1939-40), published bv the 
Reserve Bank of India, p. 41 and the Report of the Madras Committee on Co- 
operation. (1940), par. ^85. 

” See Agricultural Commission. Report, Minutes of Evidence, vol. II, part ii, 
pp. 22-31. 

® There is also the Madras Provincial Co-operative Marketing Socien*, vhich 
w’as started in 1936 with a view mainly ro co-ordinating the activities of the sale 
societies. It is not, however, a real provincial apex society in the accepted sense 
of the term. On 30 June 1940 the Society had as its members 96 Societies and 60 
individuals. — Annual Report of the Registrar, Co-operative Societies, Madras (1Q39- 

■40). 
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struck root in tlie Bombay province, especially in Gujarat and Bombay 
Karnatak, where the cotton-grower has reaped considerable benefits 
from the cotton sale societies^ Co-operative marketing has made great 
strides in the United Provinces, where societies for the marketing of 
sugar-cane are rapidly growing in importance. Note'^v^orthy progress 
was recorded in organizing ghee sale societies. A scheme for the produc> 
tion and marketing of potatoes, cereals and fruits was introduced in 
the year 1939-40 and societies were organized for the sale of these com- 
modities. In Bihar also cane-growers' societies are being organized. In 
other provinces only limited progress has been achieved in organizing 
co-operative marketing. The new marketing organization (see §§24-5 
below) established by the Government of India and the provincial 
Governments is expected to stimulate the development of co-operative 
marketing of agricultural produce in India. 

§ 23 . Certain improvements in marketing organization. — Modern indus- 
try requires that consignments should be up to sample and uniform from 
year to year ; and unless these conditions are fulfilled, large-scale mai'ket- 
ing for distant customers cannot be satisfactorily conducted to the fullest 
possible advantage of the primary producer. At present various abuses 
exist such as damping and admixture, not only on the threshing floor but 
also in the godowns of brokers and dealers. Legislation has been felt to 
be necessary in order to prevent these malpractices. As we have already 
mentioned, at the instance of the Indian Central Cotton Committee, the 
Cotton Transport Act and the Cotton Ginning and Pressing Factories Act 
were passed in 1923 and 1925 respectively. Under the former Act (which 
now applies to the most important staple cotton areas of the Bombay 
and Madras provinces and of the Baroda, Rajpipla and Indore States) 
the provincial Government is enabled to notify definite areas of cotton 
for protection and to prevent the importation of cotton from outside 
these ai'cas except under licence. This is aimed against the practice of 
importing inferior cottons for purposes of adulteration, which had 
resulted in ruining the reputation of several valuable varieties of staple 
cotton. Under the Cotton Ginning and Pressing Factories Act which, 
as already said, is a corollary of the former Act, provision has been 
made for a certain amount of control of ginning and pressing factories 
and for the marking of all bales of cotton pressed with a press-mark 
and serial number so as to facilitate tracing them to their origin. A 
third piece of legislation, which also affects cotton, was the Bombay 
Cotton Markets Act (1927), which, while based on the Berar model (the 
Berar Cotton and Crain Markets Law of 1897), was in some respects 
in advance of it. It was of an enabling character and permitted the 
notification of open cotton markets where trading took place in the 


^ For a detailed study of the sale of agricultural produce in the Karnatak see 
S. G. Beri's paper on ‘ Marketing of Agricultural Produce in the Bombay Karnatak \ 
Indian Journal of Economics, Conference Number (January 1930). 
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unbaled cotton brought by the gt'o^ver under proper rules and by-Ia'^rs 
administered by a mai'ket committee, on which the cotton-gro'/'ers '■.rere 
represented. This Act was repealed follo’^ving the enactment in 1959 
ol more comprehensive legislation, viz., the Bombay Agid cultural 
Produce Markets Act. Legislation seeking to establish regulated markets 
has also been adopted by Hyderabad (1930 !, hladras (i935}d the 
Central Provinces (1933;, the Punjab (1959?.- Mysore fiQSg; a^d the 
N.A\hE. Province (1939,'. "^Litli the help of regulated markets, which 
are administered by a representative marketing committee tvhicli controls 
licensed brokers operating in the market, the gro'ivTr can obtain a square 
deal ovring to the operation of rules designed to protect him from un- 
authorized deductions, false weighings and unduly lov: quotations. 
Another advantage is that through the agency’ of such an organization 
the cultivator should gain that touch w’ith substantial buyers which 
selling in the open market promotes. 

It is natural that attention should have been first directed towards 
the development of an efficient marketing organization in the case of 
cotton, the most important commercial crop. It is, however, desirable 
tliat the principle should be extended to other crops also. A serious 
drawback in the existing marketing organization is the absence of 
information in regard to marketing conditions, such as collection, 
storage and transport of produce, and manipulation, together wdth a 
detailed analysis of the price structure at eveiy* stage. (See however 
§26 below.) This is essential in evolving a satisfactorj' polic}* for 
securing improvement in marketing. The Indian Central Cotton 
Committee made some investigations into the finance and marketing 
of cultivators^ cotton, and their reports contain much valuable infor- 
mation.3 The Agricultural Commission strongly emphasized the need 
for undertaking marketing sur\'eys and for the training of the necessary 
personnel. They recommended the appointment of an expert market- 
ing officer under the Agricultural Department in each province.*^ The 
curious provincial Banking Enquiry Committees devoted a great deal 
of attention to the marketing conditions in various provinces (including 
some Indian States such as Hyderabad), and their reports throw a good 
deal of light on the various marketing problems in different parts of 
India and show how marketing conditions vary greatly from province to 
province and in respect of different products in the same province.^ 

§24. The new marketing organization.— Although provincial Govern- 
ments had accepted the recommendations of the Agricultural Commission 

^ Amended by Madras Acr XIX of 1939 and Madras Aci III of 2940. 

" The Punjab Act came into force in October, 1941. 

^ See General Report (also separate Reports) on Eight Investigations into the 
Finance and Marketing of Cultivators* Cotton (Indian Central Cotton Committee). 

* Agricultural Commission Reports pars. 347-8. 

* For the recommendations of the Central Banking Enquiry Ccmmittee regard- 
ing marketing of agricultural produce see their Report, pars. 2S4-6 and 2S9. 
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regarding market surveys and the apT^ointment of expert marketing 
oSicers in the provincial Agricultural Departments, they were deterred 
by financial stringency from making substantial progress. The Govern- 
ment of India came to the conclusion that substantial expenditure from 
central re^renues was justifiable for studying the all-India aspects of the 
problem, even at a time of financial stringency, in view of the fact that 
improved agricultural marketing is an aid to the general economic 
recovery of the country. This tvas also necessary to safeguard India’s 
future in the face of the intensified foreign competition ^vdiich is being 
felt as a result of modern scientific and economic developments in 
competing countries. Accordingly, in consultation vrth the provincial 
Governments and the advisory board of the Imperial Council of Agri- 
cultural Research, the Government of India took the first step in die 
netr direction by appointing in April 1934 Mr A. M. Livingstone, a 
senior officer of the marketing branch of the British Ministry of Agri- 
culture, as the Agricultural hlarketing Adviser to the Research Council. 
The question of agricultural marketing wms also considered by the 
Provincial Economic Conference held in April 1934, and it was generally 
agreed that an intensive programme for developing marketing facilities 
for agricultural products (both crops and livestock products) offered 
the best possible prospect of substantial results. The Conference 
recommended action on the following lines : propaganda and the supply 
of information in external markets regarding Indian products ; the 
grading, storing and bulking of the main staple products, special market 
organization for perishable commodities, information to India’s producers 
of consumers’ requirements both in India and abroad ; the planning 
of production on the basis of quality and demand, the establishment 
and development of regulated markets, the undertaking of market 
surveys for the purpose of developing a common plan throughout India 
and the establishment of properly organized ‘ future ’ markets, commodity 
exchanges and tvarehouses. The Government of India, in a resolution 
issued on 5 IMay 1934, outlined their ne'w marketing policy—on the lines 
recommended at the Conference— xvhich was to be carried out in 
collaboration with the provinces and Indian States.^ For this purpose 
central and provincial marketing staffs have been appointed. The 
central staff consists of the Agricultural Marketing Adviser, three Senior 
Marketing Officers, three Marketing Officers, one Supervising Officer 
for experimental grading and packing stations, and twelve Assistant 
Marketing Officers. The provincial marketing staff consists of a Chief 
Marketing Officer and Assistant Marketing Officers. The cost to the 
provinces of Rs. 2 lakhs per annum was borne by the Central Govern- 
ment for a period of five years. Besides 92 full-time Marketing Officers 

^ The new policy broadly f-ollows the recommendations of the Royal Commis- 
■sion on Agriculture which were endorsed in general by the Central Banking Enquiry 
Committee. 
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operating throughout India, 220 Oiheers have been noniine:t::I t<j deal 
Vv'ith marketing questions in the smaiiex Indian Stares and Alin-er 
Administrations. 

The work done by the central marketing staiT in conjunction nnd.n 
the provincial marketing staff falls into three main divisions : * 1 ' irn.esri- 
gation work, (ii) development ’^vork and dii* work on grade standaido 
The investigation work includes a series of marketing suiwevs ■’vdth 
immediate reference to the more iiimortant commodities, such as cereals, 
oil-seeds, tobacco, fibre:^ and fruit, and animal husbandry products, dairy 
products and livestock. Certain general Questions are also included, 
such as regulated markets, problems of transportadon, storage and 
preservation of commodities. The market itia: survevs, ’^.dien comoleted, 
will set out in detail the present system of marketing the commodities 
concerned, not only in each of the provinces separately but also in re-peci 
of inter-provincial, inter-State and foreign trade, so as to provide an all- 
India picture of the existing conditions and a common basis for future 
progress. The reports on marketing surveys will formulate proposals 
regarding the essential and practicable improvements. The tvork 
connected with the execution of these sum’eys is being shared between 
the central and provincial marketing staff, and the planning of the 
survevs, compilation of data, and preparation 01 the res’uits fall mainly 
on the central staff. The development ^v’ork, tvhich must obvioudy 
depend upon the results of the marketing surveys, includes the demon- 
stration of any recommendations made with the object of keeping the 
producers and traders in touch with consumers' requirements, and the 
popularization of the recommended standard grades, containers, etc. Tlie 
development work for each commodity has to be done mainly by the 
provincial marketing staff. The work on grade standards is of a 
technical character relating to the chemical and physical characteristics 
of such products as oil-seeds, grains, fruit, etc., and the testing of grading 
technique and equipment under practical conditions.^ 

? 25 . Work done by the new marketing organization. = — Although the 
new marketing organization has been in full operation for a comparative- 
Iv short period, a good deal of w’ork has already been accomplished. By 
the end of the year 1940, 29 marketing sur^’eys of various provinces and 
Indian States had either been completed or had reached an advanced 
stage. In carrying out the investigation work in close consultation wdth 
producers, distributors, wholesalers, manufacturers, railway agents and 
other groups of persons concerned in the production and distribution 

^ See Government of India’s resohjiion dated 5 May 1934. ^ cf 

the Provincial Economic Conference (1034). 

" For further particulars see the Annual Report of the Agricultural Markeiing 
Adviser and Summarized Reperis of Senior ^ifarkethzg Oflcers in Provinces and 
certain Indian States fiq4o\ pp. 1-12: Agriculture and Animal Husbandry in India 
(iQ37-S'>, pp. 150-9 and Indian Year Book {'1041-2'*, pp. 355-5. 
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of commodities, special attention is being given to a study of prices and 
the quality of the products concerned. Surveys were in the first instance 
initiated in regard to rice, wheat, linseed, gi'oundnuts, tobacco, coffee, 
fruits, milk, eggs, livestock and hides and skins ; and also in respect 
of markets and fairs and co-operative marketing. Already thirteen all- 
India Marketing Survey Reports have been published. Special mention 
may be made of the first Report, viz., the Report on the Marketing of 
Wheat in India (1937). It gives an exhaustive picture of the marketing 
of ^v’heat in this country and contains much valuable material which 
should be of interest to all those connected with the wheat trade.^ 

Earnest efforts have been made since the commencement of the 
year 1937 practical effect the preliminary results obtained 

in the course of the marketing surveys. Much of the information so 
collected has been compiled for use in discussions with the producers 
and trade interests concerned with grains, oil-seeds, ghee, milk and 
dairy products. At the same time the preliminary surveys showed that 
the selling of mixed produce of doubtful quality is a common practice 
which adversely affects the returns to producers. There proved to be, 
therefore, a prime facie case for the better grading of agi'icultural pro- 
duce in order to eliminate ^vaste and provide a common basis for trading 
on standard quality to the advantage of both producers and consumers. 
With this end in view the Agricultural Produce (Grading and 
Marketing) Act w^as passed by the Central Legislature in February 
1937, providing for the fixing of grade designations to indicate the 
quality of any scheduled article of agricultural produce, for defining 
standards of quality, and specifying grade designation marks. The rules 
issued under the Act empower the Agricultural Marketing Adviser to 
issue certificates of authorization to suitable persons who are prepared 
to grade and maiT their produce. To give a practical lead to all 
concerned the central marketing staff initiated the gi'ading and marking 
of different commodities at 25 experimental centres. In 1940 standardiz- 
ed grading and marking of several commodities, such as eggs, ghee, 
butter, rice, fresh fruits, tobacco, cotton, etc., was carried out commer- 
cially at over 400 centres. During 1940 alone more than Rs. 102 laklis 
worth of produce Tvas sold under the Agmark as compared with Rs. 61 
lakhs in 1939.- The success achieved at these centres in spite of many 
difficulties clearly indicates that there is a demand for graded goods, 
and that, particularly for perishable goods such as eggs and fruits, 
producers can in many cases secure considerably better returns by proper 


^ Besides the marketing survey work which is being carried on by the central 
marketing staff and the marketing officers appointed by the different provinces and 
States, the various statutory all-India Central Commodity Committees (for lac, jute, 
sugar, coffee, and cotton) recently (1937) decided to have their own marketing staff 
to carry out special surveys on the products concerned in close association with the 
central and local marketing staffs. 

® Annual Report on Agricultural Marketing in India (1940), p. 3. 
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grading. Provincial and State marketing stafe have assisted in establish- 
ing these gi'ading stations. With the necessary' backing from their 
Governments they should be able to develop this side 01 tliehr tvcrk 
rapidly in the near future. It is necessary', however, to devise arrange- 
ments for safeguarding the interests 01 the primary producer, for 
it was revealed at the last G941) Mai'keting Ofiacers' Conference 
that of the total value of graded produce sold in the market, only 
18 per cent is handled by the producers, the balance being sold by 
middlemen. 

Substantial progress in regard to the standai'dization of uniform 
contract terms (for white wheat, linseed, and groundnuts) has been made 
■with the co-operation of many made associations covering the v;hole o£ 
India. 

Finally arrangements have been made for a Market Netrs Service 
through weekly broadcasts from the Delhi Station of the Ali-India 
Radio in English and Indian languages regarding prices, stocks and 
movements of wheat, linseed and rice, and daily broadcasting of the 
closing rates at Hapur market. Similar steps are being taken by pro- 
vincial marketing officers to improve the system of marketing news 
service, e.g„ the Bombay Government have recently (1941) arranged 
for the setting up of a price intelligence service through the agency of 
the Revenue Department. The other items of the better system of 
marketing planned by the Government of Bombay refer to the develop- 
ment of co-operative sale societies, the establishment of regulated markets 
and standardization of products under the Agmark scheme for ensuring 
the quality^ 01 supplies. A Provincial Co-operative Marketing Society 
^vas registered at Bombay^ in 1941. It is the first model society for the 
country and hopes to attract business from other provinces as well. 

The whole question of the future development of agricultural 
marketing was considered by the conference of Ministers on agri- 
cultural marketing held at New Delhi in 1941. It recognized the need 
for slotving the pace of departmental surveys and accelerating develop- 
ment work, and made valuable suggestions for filling the serious gaps 
revealed in the existing marketing organization. The conference also 
favoured the setting up of an organization to study the possibilities of 
adjusting India’s export trade in primary produce to -war conditions. 

A number of Indian States have offered their co-operation in the 
improvement of agricultural marketing, ivhich is the real crux of the 
whole question of rural prosperity. This great combined effort %vhich 
is now well under way, will, it is hoped, ensure results of substantial 
benefit to the Indian agriculturist. 

?26. Need for warehouses, standardization of weights and measures, 
etc. — Another improvement in marketing organization relates to the pro- 
vision of suitable warehousing facilities and of the issue of warehouse 
certificates to the growers, who should be enabled to obtain advances 
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from co-operative and other banks against the deposit of such certificatr-s. 
This should make it possible for the grower to hold his produce against 
a favourable turn of prices. In this connexion we would invite atten- 
tion to tlie American system of licensed warehouses and the Egyptian 
scheme of loans on the security of cotton to assist the small producer. 
The reports of the various provincial Banking Enquiry Committees have 
much to say on the question of the applicability of these two schemes 
to Indian conditions and express a variety of opinions as regards legis- 
lation for licensing and otherwise controlling warehouses. For example,, 
the Punjab Committee opine that such warehouses are at present 
premature, but may be needed in time.^ The Bombay Committee on 
the other hand recommend that licensed warehouses should be intro- 
duced in a few important centres to begin with.- The Central Banking' 
Enquiry Committee make several useful recommendations in this 
connexion. They suggest that the question of providing warehouses 
by private agencies and licensing them, and the provision of capital 
for their construction, should be taken up by provincial Governments, 
their efforts being co-ordinated by the Imperial Council of Agricultural 
Research. The problem of starting railway warehouses should be 
undertaken by the Raih\^ay Board and the railways should be asked tO' 
start experiments at selected centres. Provincial Governments should 
offer long-term loans at concessional rates of interest to co-operative 
societies to build godowns in centres which provide good markets.^ It 
is gratifying that the Governments of Bombay and Madras have recently 
commenced the grant of such loans to multi-purpose societies and 
marketing societies. It is generally believed that it would be premature 
to adopt the Egyptian Cotton Scheme, as its utility even in Egypt is- 
not established, and as it is not desirable to encourage the small culti- 
vator under present conditions to hold up produce for a long period in 
the hope of a rise.'^ 

Another mucli-needed reform is the standardization of weights and 
measures. This has been strongly emphasized by the Agricultural Com- 
mission, the various provincial Banking Enquiry Committees and the 
Central Banking Enquiry Committee. In this connexion attention may- 
be invited to the Central Provinces Weights and Measures of Capacities- 
Act (1928) which lays down the units of weights and measures and em- 
powers the Government to secure standardization by notifying areas for 
the purposes of the Act. A similar Act came into force in the Bombay 
Presidency in the year 1935* As recommended by the Ministers^ 
Marketing Conference, a Standards of Weight Bill was passed by the 

^ Report of the Punjab Banking Enquiry Committee, par. 92. 

* Report of the Bombay Banking Enquiry Committee, par. 15 1. 

’ See Report of the Central Banking Enquiry Committee, pars. 279-82. 

See Reports of the Punjab Banking Enquiry Committee, par, 93 and of th& 
Central Provinces and Berar Banking Enquiry Committee, par. 10S5. 
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Central Legislature in 1939. Pending the issue of the necessary rules 
under the. Act, and the m,anufacture of certain sets of standard weights, 
draft bills for giving local effect to the standards of weights prescribed 
under the Act have been under consideration in several provinces 
including Madras, Bengal, the United Provinces, and the Central Pro- 
vincesd The introduction of the metric system is an obvious reform.. 
But unfortunately the proposal has not received the support it deserves 
from, leaders of popular opinion. 

Ill conclusion, it is necessary to consider the possibility and 
advisability of creating throughout . the country properly regulatecl 
forward markets run on orthodox lines in the interest of both sellers 
and buyers so that the value of produce may be hedged and the risk 
of market fluctuations mitigated.- 


^ Anmml Reports of the Agricultural Marhetmg Adviser (1940), p. 3, and (1941),. 

p. 6- 

In the opinion of Dr T. G. Shirname, Controller of Prices, Bombay, the regu- 
latioc, a,nd control of markets was the most important among the recommendations 
of the Marketing Surrey Reports on tlie various com,modities and the .main difS- 
cult}’ m regard to the wo,rking of the re.gulated markets is the paucity of the right 
type of representatives of agriculturists to work on the Market Co,mmittees ; 
called representatives of agriculturists are too often found to barter away the interests 
of agriculturists even for a petty inducement. Dr Shirname considers that it might 
be desirable, at least for some time, to discard the principle of democracy and 
attempt to regulate market only through a strong and efiect,ive Govemm'erit or 
any other executive machinery k {See p. 258 of' the Proceedings of the Fourth 
ference (Dec. 1943) Indian Society of Agricultural Economics.) 
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RURAL INDEBTEDNESS 

51 . Rural iudebtedness : a serious problem.— Owing to her fertile soil, 
abundance of labour and considerable inherited agricultural skill, 
India seems to be marked out by nature as a prosperous agricultural 
countn'. And yet Indian agriculture is in a very backward condition 
and the lot of the average cultivator in India is not far removed from 
utter destitution. The existence of crushing debt is universally acknow- 
ledged to be one of the main causes of this state of affairs. As the late 
hlr W'olff put it ; ‘The country is in the grip of the malrajan. It is 
the bonds of debt that shackle agriculture.’^ The presence of a huge 
volume of indebtedness, which is for the most part unproductive, inhibits 
improvement in every direction and constitutes one of the most serious 
problems of agricultural economy in India. 

§ 2 . Extent of indebtedness: early inquiries. — In 1875 the Deccan Riots 
Commission, analysing the situation in twelve villages in the Ahmed- 
nagar distinct (Bombay), came to the conclusion that one-third of the 
occupants of Government land were embarrassed with debts, that these 
debts averaged about eighteen times the assessment, that two-thirds of 
the debt was secured by mortgage of land and that the average debt 
per occupant amounted to Rs. 371. 

The Famine Commission of 1880 inferred from evidence collected 
from all parts of India that one-third of the landholding classes were 
deeply and inextricably in debt and that at least an equal proportion, 
although in debt, were not so beyond the power of recovering them- 
selves. In 1895 Frederick Nicholson estimated the total rural debt of 
Madras at Rs. 45 crores. 

The Famine Commission of 1901 came to the conclusion that one- 
fourth of the Bombay cultivators had lost possession of their lands, less 
than one-fifth of them were free from debt and the remainder w^ere 
indebted to a greater or less extent. 

Sir Edivard Maclagan calculated the total agricultural debt of 
British India to be about Rs. 300 crores in 1911 on the basis of 
Nicholson’s estimate for Madras. M. L. Darling, preferring the Punjab 
figure of 1924 as a more reliable basis than the Madras figure 
of 189!^, an'ives at the figure of Rs. 600 crores for British India. ‘The 
Punjab figure (90 crores) is nineteen times the land revenue of the 
province. Applying this multiple to the land revenue (33-45 a'ores) 
of British India (including Burma) in 1923-4, we get a debt of Rs. 674 


H. Wolff, Co-operation in India j p. 3. 
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crores. There is, hoxv^ever, reason zo believe than the Purhab is 
highly indebted than most parts o£ rnral India, ^’arions things snei'csr 
tliis : for instance . . . the number of money-lenders, tvhich in nronortit^n 
to population is three times as great in the Punjab as in the rest c£ 
British India, and the special legislation that has had to be passed to 
protect the cultivator against the money-lender. Instead thereiore of 
taking a multiple of 19, it vtiil be safer to take one of 17. This gives 
a total of 603 crores. The amount is probably higher, as mliere^er there 
is a permanent settlement, land revenue is on a much lotver scale than 
elsewhere ; nor does the land revenue figure taken for British India 
include land revenue enjoyed by assignees, though it does in the case 
of the Punjab. Euruier, if we apnlv the Puniab f,gure in terms of 
population, we get a total of i,oSo crores, for the rural population of 
the Punjab is only one-ttcelfth of that of British India. ATrv tentati'i c-Iv 
therefore we may say that the total rural debt of British India xvith its 
population of 247 millions, is not less than 600 crores.'^ 

The investigations into this question on the part of the various 
Provincial Banking Enquiry Committees in 1929-30 have resulted in 
comparatively more comprehensive estimates which have confirmed this 
general impression left on the mind by the earlier inquiries wliile 
adding a little more definiteness to it.- The estimates do not pretend 
to be thoroughly accurate but are useful by ’^ray of giving a general 
notion of the total debt. 

io. Estimates of agricultural indebtedness by proYincial Banking En- 
quiry Committees. — IVe give below estimates of rural indebtedness cull- 
ed from the reports of tlie various provincial Banking Enquiry Com- 
mittees published in the course of the year 1930. 

(i) Bo 77 ibay.— The total agricultural debt of the whole province in- 
cluding Sind is estimated at Rs. 81 crores. The debt works out at fifteen 
times the total land assessment and forms about 53 per cent of the average 
value of the total agricultural produce of the province. The average 
debt per family comes to Rs. 329. The percentage of families free 
from debt is 13 in Sind; 21 in North Gujarat; 23 in South Gujarat; 
and 29 in the Konkan fpars. 49-50, 54). 

(ii) Madras,— 'The Madras Banking Enquiiy" Committee consider 
that at the maximum in the year, the total debt is in the neighbour- 
hood of Rs. 150 crores and that the debt which continues from 
year to year is about Rs, 70 crores. The average debt for the 

^ M. L. Darling, op. c:t. UQ2S editieny p. 17: cf. 1932 edition, pp. iS-19. 

' The Agricultural Commission suggest that periodica! reports cn mcney-Iending 
should be prepared and issued by the Inccme-'l^ax Department so as to threw seme 
light on the different aspects of rural debt {Repert, par. \€S]. The same object can 
be served by reports on the working of the Money-lenders’ Acts, requiring registrar 
ticn and maintenance of accounts by them, passed in recent years in several pro- 
vinces : see §8 below. 
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Presidency -works out at Rs. 19 per rupee of assessment (pars. 
96, 98). 

(iii) Bengal total agricultural debt for the whole of Bengal 
is estimated at Rs. 100 crores. The average debt per agriculturist family 
is Rs. 160 fpar. 90). 

(iv) United Provinces .—'Tho: United Provinces Banking Enqiiirv 
Committee arrive at the figure of Rs. 124 crores (in round figures) for 
the total debt of the landlords, peasant proprietors and tenants in the 
-^v^hole province (Appendix II). 

(v) Punjab. '-"The total agricultural debt of the Punjab is estimated 
at Rs. 135 crores in 1929 as compared -with Rs. 90 crores in 1921, thus 
sho-^ving an increase of 50 per cent upon the estimate of the latter year. 
The debt's multiple of land revenue was 27 in 1929 as compared to 19 
in 1921. The debt per head of those supported by agriculture 
was Rs. 104 in 1929, as compared with Rs. 76 in 1921. The 
debt per cultivated acre rose from Rs. 31 in 1921 to Rs. 45 in 1929 
(par. 22). 

(vi) Ce?itral Provinces and Berar.—The total debt of about Rs. 36!/^ 
crores comes to about 49 per cent of the normal gross crop outturn. 
The interest charges amount to 2 i 4 times the total land revenue demand, 
and to more than one-third of the normal balance from agricultural 
income. The total cultivators’ debt represents Rs. 227 per cultivating 
family (pars. 644, 653-4), 

(vii) Bihar and Orissa.— The total rural indebtedness for the whole 
province may be put with some confidence at Rs. 155 crores. Of this^ 
it would be reasonable to put down Rs. 24 crores to the landlords,. 
Rs. 2 crores to the other rural households excluding ordinary cultivators,, 
and Rs. 129 crores to the ordinary cultivators (par. 90). 

(viii) The Assam Banking Enquiry Committee estimate 

that the total agricultural indebtedness of the plains districts wmuld be 
somewhere over Rs. 22 a'ores. This debt is 21 times the annual land 
revenue. The average debt per family is Rs. 242. Fifteen per cent of 
the families are free from debt (par. 33). 

(ix) Central Areas. —The total indebtedness in the areas centrally 
administered is estimated at Rs. 18 crores. 

(x) Coo?-g.— The indebtedness is placed between Rs. 35 and 55 
lakhs. 

From these estimates it wmuld appear that the total agricultural 
indebtedness of the British Indian provinces^ in 1929 'was in the 
neighbourhood of Rs. goo crores,^ though these estimates have no 
pretensions to complete accuracy. Agricultural debt has since then 
appreciably increased and is believed to exceed Rs. 1,200 crores for 

^ Including Burma. 

See Rpport of the Central Banking Knqxiiry Conmiiifee , par. 77. 
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Eiitish India alone.* The actual incidence or biirde:i ci indsbiediieis 
became much more crushing after the first v:o'sld Tv'ar, more particuiariy 
during the economic depression after 1929.“ 

The seriousness 01 the debt, hovccver, -does not lie in its volume 
nor in its rate of gromth. Whzz gives cause for uneasiness is iha: d; * 
greater part 01 the debt is unproductive. For eMampIe, accorcting to 
Darling; less than five per cent o: the debt in the Punjab is due to 
land improvement. One 01 the disadvantages oi unproductive debt is 
that it tends to increase automatically. Productive debt, by fertilising 
the soil, creates its otcii means of repayment, but unproductive debt is 
apt to be repaid udth diihculty." 

14 . The causes of Indebtedness. — If indebtedness is a cause of poverty, 
the reverse also is equally true. It is therefore to be cm jeered thcr 
much of vrhat is adx'aiiced in explanation o: the indectedne-s also ex- 
rjlains the poverty of the rural masses in India. dVe may take the 
lolloudng as the principal causes of rural indebtedness: 

(i) The excessive pressure of the population on the land. 

(ii) The excessive subdivision a 7 id fragmentation of the soil. 

(iii; The decline of the cottage hidustries and the loss of income 

to the ryot ovemg to the absence of a subsidiary occupation in the off 
reason 

(iv) The Uhhealth of the rvor.— At certain seasons, sickness, e.g. 
malaria, puis the cultivator out of action -"Aiien his labour is 
most needed, and generally io^vers his emciency to a very serious 
extent. 

(v) The insecurity of haiv'ests.~Thi% feature has justified the 
description of Indian agriculture as a gamble in the monsoon, which 
as Darling remarks, ‘ has ail the proverbial caprice of the Eastern 
potentate It has been calculated that an agricultural cycle of Sve 
years gives one good year, one bad and three that are neither good nor 
bad. It is only in good years that the peasant can possibly keep himself 
out of debt. 

(vi) The loss of cattle owing to famine and disease.—Disesises like 
rinderpest are another obvious cause of the economic embarrassment of 

^ P. J. Thomas, The Problem of Rural Indebtedness (1941.), p- 19. 

* ‘ Measured in commodities, it must now be twice as large as a result of the 
fall in prices since 1929.’ — Preliminary Report on Agricultural Credit "by the 
Reserve Bank of India (1936), par. 13- 

* cf. ‘One peculiar feature cf agricultural indebtedness is rhat it is in most 
cases a mark of distress, whereas in the case of other industries, borrowed finance 
is a normal feature. As the loans are mostly for unproductive purposes, the pressure 
of indebtedness falls very heavily on the ryot ... A high debt does not neces- 
sarily imply substantial assets leading to increased productivity. Therem lies 
the tragedy of agricultural indebtedness.’ — Report of ike Bengal Banking Enquiry 
Committee, par. 104. 

* See Report of the Central Banking Enquiry ComfnUtee, par. Si. 
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the cultivator, as evidenced by the large percentage of loans given by co- 
operative societies for the purcliase of cattle. 

(vii) Dfipreciatio7',.—.\notha: cause is the failure to provide for 
depreciatioii of cattle and implements, . so that when their usefulness 
comes to an end there is no fund to replace them without borrowing. 
"I here is thus a steady consumption of capital going on. This is largely 
due to a lack of appreciation of facts, but is also partly the consequence 
of a desire for a higher standard of living. It is difficult to put aside 
funds for depreciation of, say cattle, when so many desirable 
things, whedrer luxuries or not, are lacking in the household. The 
difficulty is aggravated owing to the lack of banking facilities and a 
tradition of saving.^ 

(viii) The excessive love of litigation— This characteristic of the 
Indian r\ot, amenable as it is to treatment and cure by better education, 
is undoubtedly one of the causes, although a minor one, of indebtedness. 

(ix) The improvidence and extravagance of the ryot— It is possible 
to explain the improvidence and extravagance of the ryot by attributing 
them to the tyranny of social customs, his lack of education and the 
speculative character of his calling, tvhich endows him with the mentality 
of a gambler ; but it is not possible to deny their existence and dreir 
effect in the direction of aggravating indebtedness. Although the Indian 
peasant normally lives a most frugal and-dbstemious life, he is undoubted- 
ly apt to carry his expenditure on special occasions to extravagant limits. 
The Deccan Riots Commission (1875) do not, however, agree that 
extravagant expenditure on marriages, etc., is a primary cause of in- 
debtedness. Let us quote their tvords : ‘ Undue prominence has been 
given to the expenditure^n marriage and other festivals as a cause of the 
ryot’s indebtedness. The expenditure on such occasions may undoubted- 
ly be called extravagant when compared with the ryot’s means, but the 
occasions occur seldom and probably in a course of years the total sum 
spent in this way by any ryot is not larger than a man in his position 
is justified in spending on social and domestic pleasures. The 
expenditure by itself rarely appears as a nucleus of his indebtedness. . . . 
The constantly recurring small items of debt for food and other 
necessaries, for seed, for bullocks, for the Government assessment, do 
more to swell the indebtedness of the ryot than an occasional marriage.’ 
The Bengal Banking Enquiry Committee endorse this, view (par. 95). 

That expenditure on marriage and social and religious ceremonies 
is one of the causes of debt cannot be denied, although relatively to 
other unproductive purposes, it is not so important as is sometimes 
imagined.^ We must however not forget that instances are not wanting 
of heavy debts having been contracted on these occasions from which 
the borrower has never been able to extricate himself. Moreover, the 

^ See Report of the Burma Banking Enquiry Committee, par, 113, 

^ See P. A. Wadia and K. T. Merchant,' Our Economic Problem, pp. 189-91. 
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standard of expenditure on such occasions in rural areas has lausrly been 
distinctly on the increase. 

(x) Ancestral debt.— The Deccan Rioi:> Comniission expressed dee 
view tliat the chief cause ot the existing indebtedness was ancestral debt, 
debt being passed on fi'om father to son, generation after generation, 
without any equitable restrictions. The crushing burden of ancestral 
debt is due to the ryot's ignorance of the legal position that die debts 
of a deceased oerson onlv nass to his heirs when thev succeed to the 

X # i. . 

deceased debtor’s property and only to the extent of such property. 
It is also due to the force of tradition which makes the ryots regard 
hereditary debt as a debt of honour and the legal fiction of moral and 
pious obligations to discharge ancestral debt. The ryots need to be 
instructed with regard to their rights and induced to use them. The 
enactment of a simple Insolvency Act suited to rural conditions shauld 
also be carefully considered. As the Agricultural Commission remark : 

' N 0 one desires to see a wholesale resort lo insolvency and no one, we 
trust, desires to witness a continuation of a system under vthich 
innumerable people ai'e born in debt, live in debt and die in debt, 
passing on their burden to those wLo follow.'^ This recommendation 
has been endorsed by the Central Banking Enquiry Committee, who 
suggest certain special provisions in the proposed Rural Insolvency Act.- 
Certain provisions in recent debt relief legislation in some provinces 
declare the agTiculturist debtor insolvent in cases where his assets fall 
short of his liabilities (see lo and ii below). 

(xi) The modern cha^ige in the culihatcfs economic position — 
^Vlth the establishment of the Pax Britannica and the development of a 
strong and stable rule added to a definite assessment of land, better 
communications, growth of towns and high prices, the value of land 
increased and the capacity to borrow on the strength of it. "While it 
serv^ed to mitigate distress, it led to a rapid increase of mortgage debt. 
Further, the brief spells of exceptional prosperity, such as that initiated 
during tiie cotton boom of the sixties owdng to the .American Civil ^Var, 
and again diming and some time after the Great War, had on the whole 
a demoralizing effect on the ryot. Prosperity is as much a cause of debt 
as insecurity of harv’est. * "With prosperity the necessity to borrow may 
be less, but the opportunity is greater and wants are as much dictated 
by the one as by the other.^ Especially when the prosperity owes little 
to the efforts of the cultivator, its effects on the character of the illiterate 
and uneducated ryot are apt to be injurious, for it leads to the evils of 
drink, dissipation, gambling, bribery and extravagance, or reckless and 
disastrous investment in land. It leads to a rise in the standard of living 
—in itself a desirable result, but when it has been too sudden and is 


' AgricitUural Commission Report, par. 367- See also Report of the Boinooy 
Banking Enquiry Committee, par. 56. 

^ Report, par. 93. 
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followed by periods ot scarcity and depression, the standard cannot be 
immediately accommodated to the change in the circiiinstaiices, and leads 
to a gi'owth of indebtednessd 

(xii) The money-lender and the system of tzsury.-— Moneydending 
has ahvays existed in India as in other countries, but in pre-Biitish days 
there ^rere two restraints on the money-lender, namely, the existence 
of a vigorous village community tvdiich made unconscionable bargains 
with the isolated cultivator by the money-lender difficult, if not impossi- 
ble, and the apathy of the state towards recovery of loans, a function that 
used to be performed by the village panchayats which settled questions 
of arrears, eic., equitably, promptly and summarily. Under British rule 
these chechs have been lai'gcly removed. The di-sintegration of the 
village community xveakened the position of the cultivator, and the 
money-lenders and land-grabbers fully utilized their opportunity, their 
superior shre’vxlncss and resources to exploit the cultivator. The 
establishment of civil courts to administer a new system of civil justice 
based upon the ideas of laissez-faire and contract, and an elaborate and 
complicated procedure tipped the balance further against the ryot. 
Owing to excessive pressure of tvork, the judges o£ the civil courts 
followed the line of least resistance and favoured a rigid and literal 
application of the law without attempting to go behind the bond. 
Being also generally town-bred and therefore ignorant of rural conditions, 
they played easily into the hands of the astute sahukar. Sale of the 
mortgaged land for the satisfaction of debt under a civil deo-ee became 
an ordinary expedient instead o£ the exceptional resort that it had 
been in the pre-British period. 

The high interest rates and the system of compound interest led 
to the exploitation of the ryot who ‘ was as easily shorn of his gains as 
the sheep of its fleece’ (Darling). In pre-British days,. custom generally 
limited compound interest to 50 per cent for cash and loo per cent 
(damdiipat) for grain. No such restriction was recognized under British 
rule, and interest accumulated without limit and was allowed by the 
courts. Decrees were often obtained ex parte through the collusion of 
the sahukar with the corrupt and underpaid establishment of the court. 
Thus, with the decline of the village community, the establishment of 
civil courts and increase in the value of land as security, the uncon- 
trolled supremacy of the money-lender began, and the series of famines 
in the latter half of the last century put the cultivator entirely at his 
mercy. The facilities for the recovery of debt provided by the civil 
courts and other factors had given rise to an inferior class of money- 

^ For an excellent discussion of this topic, see M. L. Darling, op. cit. (1932 
■edition), ch. xii. 

For a comprehensive account of the various tyj>es of money-lenders who supply 
rural finance and their methods of business, see Report of the Central Banking 
Enquiry Committee, ch. vii. 
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lenders not susceptible to the code of honour of the older cla% of 
respectable sahukars ; and generally speaking, the old customary human 
relations between the ryot and the money-lender were changed into legal 
relations of creditor and debtor with no other tie than the cash nexus 
between them. There is little wonder therefore that land began to 
pass, on an alarming scale, from r\ot to sahukar and, particularly in 
Bombay and the Punjab, the peasant proprietary tenure began to degene- 
rate into a ‘ ^Marwari tenure ' and the ‘ cultivator capitalist ' began 
rapidly to evolve into a ‘ sahukar ‘s serf b 

The expropriation of the cultivator by the money-lender genera? ted 
am'arian discontent and hatred of the monev-lender which resulted in 
murderous uprisings of the exasperated peasants such as the bonilial 
rebellion (1855), the Deccan riots (1874; and the riots of Ajmer . t -oi;. 

From the above description of the money-lender, vre must not allow 
ourselves to infer that he is an unnatural monster of cruelty and in- 
humanity. He shares the weaknesses as well as the virtues of ordinary 
human beings, though tiie condition of the peasantry among wiroin his lot 
is cast is such as to call his weaknesses more than his vhtues into action. 
'I'he risks he undertakes are many and gi'eat otving to the ignorance, 
improvidence and iiregularity of the cultivators, and therelore the 
high interest he charges is largely an insurance against them. Moreo\ er, 
the money-lender himself is suffering from shortness of capital, and Iiis 
expenses of collection and management of loans given to innumerable 
small borrowers ai'e much higher than the similar expenses of, say, a 
joint-stock bank. The lack of education and the conservative habits 
of the people as well as the semi-monopolistic position of the money- 
lender account for the high rates of interest charged by him.^ 

In justification of the sahukar s high rates of interest it has further 
been urged that the unpopularity of his calling must be allowed for. 
Moreover, there being no other opening for his capital, lending is the 
only use he can make of it. The need of the agriculturist for loans is 
imperative, and the money-lender is practically the only person to s:^ti■^iy 
it. If, in these circumstances, he often chives hard bargains and abuses 
the great power he enjoys, this is only human nature. ‘ To censure Iiini 
is to censure the imperfections of mankind. bVe should rather blame 
the system than the man it has moulded. - 

Until a better system of credit fully meeting rural needs is evolved, 
the money-lender cannot be dispensed witli. '\\TiIe trying to curb the 
money-lender in every possible way whenever his dealings appear to take 
an undue advantage of the necessitous position of the cultivator, T>;e 
must not be blind to the useful part he plays at present in the rural 
economy. The money-lender is the only oasis of thrift in a desert 

See Report of the Central Banking Enquiry Ccmjniiiee, par. 1:4. 

' M, L. Darling, cp. cit. (1932 ediiion;, p. 207. 

1—17 
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o[ impro\ idence and extravagance, and is the very foundation of the 
simple system of Indian rural economy and a fount of ever-ready credit 
on tviiich the villager can dra^v for all his needs. He serves the village 
in a \Mriety of 'vrays other than as supplier of a'edit. He is, for example, 
usually also a grain dealer, and is in this capacity particularly useful 
in times of famine and drought, when he issues grain and helps the 
village to tide over difficult times. “ Down with the money-lender ^ 
would therefore be a silly battle-cry. Even under any other conceivable 
scheme of rural credit, such as co-operative credit societies or land 
mortgage banlcs, ii would be an immense advantage to make the moncv- 
lender an integral part of the new credit institutions and to induce him 
to make his knowledge and his capital available through these ne'iv 
organizations. 

(xiii) The layid revenue policy —There are many persons who, like 
the late R. C. Dutt, regard the heaviness of the land tax together with 
the rigidity of its collection as one of the causes of rural indebtedness. 
Tlic} contend that there has been an increase in the amount of land 
re-^'enue in spite of many years of famine or a partial failure of crops 
and the diminishing yield of land in many parts of the country. The 
Famine Commission of 1901 seem to support this view when they say: 

' In good years the cultivator has nothing to hope for except bare sub- 
sistence and ill bad years he falls on public charity.' The Famine 
Commission of 1880, on the other hand, make the following observation 
in this connexion : ‘ The fact that landowners, who have no land 

revenue or only a light quit-rent to pay, are often also deeply embarrassed 
proves . . . that the payment of the land revenue is not the main cause 
of the debt. If a man spends all his income on himself and borrows to 
pay his rent or taxes, it can hardly be said that his indebtedness is due 
to the fact of his having rent and taxes to pay, when these charges bear 
so light a proportion to income as the land revenue does to the gross 
out-turn of the land.'^ The ryot often borrows for paying Government 
assessment. But land revenue cannot for this reason alone be called a 
cause of indebtedness any more than seed and food for which also the 
ryot may have to borrow. 

It would, however, be quite fair to attribute the condition of 
indebtedness to land revenue, if and when it can be shown to have 
operated oppressively, either by reason of the heaviness of the le\7 or 
of lack of elasticity in its collection. That the land revenue system has 
sometimes erred in these directions is admitted even by those who are 
not prepared to concede that rural indebtedness is to any extent charge- 
able to the land tax. Talking of the Punjab, for example, M. L. Darling 
admits that, although with the advent of British rule the land revenue 
demand was lowered and converted from kind to cash, it was not at first 

^ Famine Commission Re'port (iSSo), p. 132. 
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louvered enough to suit the less elastic system ot coliectiem- Ele g.LS 
on to argue, hov;e^'er, that though land revenue is ' otten an occad'^n 
of borrotving it ‘ is not a pri:na.ry cause oi debt But this is distineujn 
without difiereuce. The distinction between original and aggrava:i:.r 
cause does not aoirear to be scientinc. What ':ee want to know is wheth t: 
an alleged cause is a real cause. A person may be already burdened, say, 
with ancestral debt, and he may aggravate his indebtedness by borrowing 
for extravagant expenditure on a niarriagL- ceremony but this should trot 
debar one troni describing the expenditure on the marriage ceremonv 
as a cause of indebtedness. All borrovdng which is due to tlie perversity 
of the ryot himself, or the unjust exactions of the sahukar, or occasionant 
OI the Government themselves, whenever their land revenue peli-m is too 
h: rsh, must be regarded as a cause of indebtedness. Further, it is argued 
that the reduction of land revenue would not reduce debt because “every 
blessing is neutralized by an increase of population Now this may 
or may not be a good reason for reducing the burden of assessment, 
but it ceitaiiiiy does not afford a valid ground for hxolding that heavy 
assessment cannot be considered a cause of debt. The argument we 
are criticizing does not really deny that the land revenue nra} be a 
cause of indebted.ness ; it merely suggests’ that if it is removed, another 
cause, nanielv, ina'ease of population, will supervene. Unrestricted 
breeding may neutralize the beneficial eifect of the abolition o: an 
oppressive system of taxation, as indeed it may neutralize the eneci 
of the removal of any abuse whatsoever, but this does not prove that a 
hea \7 land tax is not a t'era causa of indebtedness. There have been 
periods during which it has by universal acknowledgement been 
excessive, for example, in the Deccan so long as the Pringle Settlement 
ivms in force. Again, in working the system of suspensions and remissions, 
a proper understanding of the ryot’s position has not always been display- 
ed. Even at the present time, in spite of numerous amendments and 
improvements which the land revenue system as a whole has undergone, 
individual cases of unduly harsh treatment, for which there is no effective 
svstem of obtaining redress, can be shown to occur. 

In so far as these defects have been operative in the past and sail 
persist, 3 it is not um-easonable to include them among the causes of in- 
debtedness. Ho-wever, having regard to the fact that the land revenue 
amounts to perhaps one-seventeenth or less of the total rural indebtedness 
and further bearing in mind that not the whole of the le\T can be consi- 
dered as a removable cause of the indebtedness, only a minor place can be 

^ See M. L. Darling, op. cii., p. 231. 

^ ibid., p. 232. 

® The BardoH Inquiry* (1929) gave rise to die strong suspicion that the actual 
operation of the present land revenue system is more burdensome and inequitao.e 
than was imagined. Moreover, the acute agricultural depression after 1929 greatly 
increased the real burden of land revenue, making relief necessarv’ in many areas. 
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assigned 10 it among the causes of the evil we are diagnosing. It need 
scarcely he pointed out that this is not to say that the present land 
revenue st’stein is free from defects.^ 

55. State policy regarding rural indebtedness.- — We may now review 
the measures adopted by the Government to tackle this problem ■which 
was forced on public attention in the early seventies of the last century. 
The question ^ras discussed from time to lime by the Deccan Riots Coim 
mission and the Famine Commissions of 1S80 and 1901 and formed 
the staole of the debates and dispatches on the Decca.n Agriculturists’ 
Relief Bill AS78), on the Takkavi Loans Act (18S2-3), the Agricultural 
Bank Scheme (1BS4), Nicholson's Report (1897), the Punjab Land 
Alienation Bill (iSgg) and the Co-operative Credit Societies Bill (1903). 

Sir Edw^ard Maclagan, in his Note on Agricultural Indebtedness 
in India, classifies the measures taken by the Government under four 
heads as follows : (i) measures taken to encourage the avoidance of 
unnecessary debts : (in measures for the improvement of the civil law 
in connexion ^rith agi'icultural debts, including measures to regulate 
money-lending : (iii) measures for restricting the alienation of land : 
and (iv) measures undertaken with the object of providing or main- 
taining Q'edit or reducing debt. To tliese we may add (v) measures 
for debt conciliation and liquidation. These may be considered after 
(ii). 

§6. Measures to avoid unnecessary debts. — Under this heading we may 
mention efforts made to popularize primary education in rural areas to 
enable the ryots to take a more businesslike view of their indebtedness 
and to meet the money-lender on a more equal footing. Education, 
however, remains woefully deficient both as regards quantity and quality. 
All the other measures taken by the Government to ina'ease the resources 
of the agi'iculturist may logically appear under this heading, but a good 
many of them have already been discussed in previous chapters. Suspen- 
sions and remissions of assessment in years of scarcity have also been 
granted as partial remedies. But the system needs to be more liberally 
administered in order to fulfil adequately the purpose for which it is 
meant. Village post office savings banks have been started to inculcate 
habits of saving and thrift among the people. But these facilities need to 
be far more widely extended .than at present to produce an appreciable, 

^ Mere growth of indebtedness cannot, however, be used as an argument to show 
that agriculture does not pay and that land revenue is oppressive. On the contrary, 

* the existence of debt borrowed on the security of the land is itself evidence that 
the land is go-od seewrity- The extent of the debt is an indication of the value of 
the security’. Bardoli Report, par. 119. 

® See S. C. Ray, Agricultural Indebtedness in India and its Remedies (Calcutta 
University), Statutory Report on Agricultural Credit by the Reserve Bank of India 
(1937), C. F. Strickland, The Relief of Agricultural Debt (1938^ K. G. Sivaswamy, 
Legislative Protection and Relief of Agriculturist Debtors in India (1959), and N. G. 
Ahhyankar, Provincial Debt Legislation (in relation to rural credits) (1940). 
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effect in promoting thrift and in gathering together the little satinzs oi 
the ryot for fruitful employment. 

Measures for the improYeirient of the ciYil lav/. — As 've al- 
ready seen, the original policy of hilssez-f^rrs had to be abandoned by 
the Government as it unduly disturbed the old balance betvreen creditor 
and debtor/ and it -ivas found necessary to ‘ take back many o: the 
v/eapons inconsiderately placed in the mone^ -lender's hand and shotva 
to have been misused . . . and to substitute tor the blind and ruthless 
operation of legal machinery the intelligent dispensation of justice 
benveen man and man b- In achieving this object, homever, it is of 
the utmost importance as tveil as difnculty to guard against the posslbilltv 
of violent interference with the legitimate business ot the rural bar.ker. 
leading to a disastrous contraction of credit. The sahukar, far from 
being hindered, should be assisted by the law in recovering his 
reasonable claims. The ryot, no doubt, should be protected from ex- 
tortion and oppression but at the same time he sltould be constrained 
to pay his just debts to the full extent of his means. To protect the 
ryot se^'cral alterations w'cre made in the Code of Civil Procedure in 
the matter of executing decrees acainst agriculturists. Eor exaniTjIe, 
agricultural tools and implements, and cattle necessary for tillage, and 
the materials of the agriculturist^ house were exemoted from attachnvjnt 
or sale ; the agriculturist debtor veas also exempted from arrest for a 
decree of the court and %vas given the concession of rena\nient of his 
debts by instalments. 

The Deccan Agriculturists' Relief Act of 1S79 'was passed on the 
recommendation of the Deccan Riots Commission of 1S75 appointed to 
inquire into the riots in certain districts of the Deccan, a feature of 
wdiicli was a violent attack on the money-lenders by their oppressed 
debtors. The Act abolished imprisonment for non-payment of debt, 
allotved the courts to go behind the contract and to modify it in favour 
of the agi'iculturist so as to reduce an oppressive rate of interest, to 
prevent sale of land unless specifically pledged and to restore the land 
to the cultivator even wTen there was a sale deed between the two 
-parties. The Act made it obligatory' on creditors to furnish accounts and 
grant receipts, and required mortgages by agriculturists to be in '^vriting. 
The period of limitation, which since 1S59 had been three years only, 
tvas extended in the case of suits against agriculturists to twelve years, 

^ It may be readily granted that the changes which came with the advent 
of British rule, such as better-defined rights of property, a more complete recogni- 
tion of the force of contracts and a stricter enforcement of them through the civil 
■courts, are marks of a transition from a less to a more advanced social organiza- 
tion. But so far as most of the cultivators were ccncemed, these changes were 
immediately disastrou-s to them as they were not sufhciently advanced either as 
regards education or economic condition to benefit by them. 

- Sir T. Hope’s speech in the Govern cr-General’s Ccuncil cn the Deccan Agri- 
culturists’ Relief Bill (iS79h 
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if the suit was based on a registered deed, and to six years otherwise. 
Though the Act was 'weli-intentioned it lias, on the 'ivhole, been found 
to be ineffecthe and even positively injurious^ It has increased litiga- 
tion and disturbed the stiucture of normal credit by introducing un- 
certainty into the transactions between ryots and sahukars ; it has led 
to an abuse of the concessions by the cultivators and made the money- 
lender more guarded and exacting in his dealings ^vitli them, thus 
increasing the difheuity of borrowing. The definition of ‘ agriculturist ' 
is also too wide, and it is often abused for the benefit of persons for 
whom it was not intended, and makes it possible for them to dodge 
the courts and defeat honest creditors. According to the Famine Com- 
mission of 1901, there was positively room for holding that transfer of 
property both by sale and mortgage had become more frequent since 
the Act was passed. Radical changes in the Act have been suggested so 
as to make it vcorkabie and truly beneficial to the agriculturist.- Several 
■witnesses before the Bombay Banking Enquiry Committee urged its 
total abolition, pointing out that the Usurious Loans Act of 1918 
and the courts’ inherent power to gi'ant relief from unconscionable 
bargains make the Act superfluous. That Committee, ivhile suggesting 
that the Usurious Loans Act should be utilized more than is being 
done at present, held the view that it cannot entirely replace the Deccan 
Agriculturists’ Relief Act. They recommend "therefore that the latter 
Act should be repealed and replaced by a new Act containing a few 
provisions to safeguard the interests of only small and genuine agri- 
culturists .3 

The Bombay Aloney-lenders’ Bill (1938) seeks to regulate money- 
lending in a more thoroughgoing manner than is provided for under 
the Deccan Agidculturists’ Relief Act (see §8 below). The Bombay 
Agi'icultural Debtors’ Relief Act (Amendment) 1941 provides for the 
repeal of the Deccan Agidculturists’ Relief Act, 1879, on the establishment 
of a Debt Adjustment Board under the Act for any area in the province 
(see §11 below). 

As another instance of the alteration of the civil law, mention may 
be made of the Act of 1899, by which certain changes were made in the 
Contract Act, and the scope of the term ' undue influence ’ -was extended 
so as to cover all cases in which unfair advantage w^as taken of his 

^ * Looked at retrospectively, the D.A.R. Act is in the main a rural ^Nlone)’- 
lender^’ Act. Like the modern Money-Lenders’ Acts — which derive a great deal from 
ii: — the D.A.R. Act seeks to regulate the general structure within which the rural 
credit machinery shall operate. This is also what may be called the operative part 
of the Act. Where the Act goes beyond the general aim, its prox’isions have remain- 
ed a dead letter.’ — D. R. Gadgil’s Foreword fpp. i and ii) to Legislative Protection 
and Relief of Agriculturist Debtors in India, by K. G. Sivaswamy. 

® See also Agricultural Commission Reffort, K.. S. Gupte’s Memorandum, Minutes 
of Evidence, vol. II. 

* See Report of the Bombay Banking Enquiry Committee, pars. 239-40. 
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dominating position by the sahukar. 'Whenever the t: ansa::: 2:2 vns 
apparently unconscionable^ the burden of proving abserxe t: u::d::e 
influence tvas thrown on the money-lender. The Usurious Loins Act. 
:ts consolidated and amended in 191S, aims at determining’ the leiil ir.d 
inaxiinuni amount of interest I'ecoverable, reducing tlie. rate ci :n:eiss: 
chargeable and fixing a maximum rate of interest. '.The Ac: applies 
to all persons, whedier agTiculturisis or no n-agric:ilturists.. ‘An im- 
portant feature of tiie Act is that the court once seized 01 a case mav. 
of its ovni niction, re-open old transactions and incume into the ecuitv 
ot the terms. The Ac: was amended in 2926 to include cases in :ch:ch 
either party to a mortgage seeks I'elief. Where the debt is unsecured, 
tlie debtor can draw the auditor into court and, dteretore, into the 
sphere oi this Act, by the simple expedient ot retudng :o mmev" his 
loan. - The Agricultural Coininission and some of the ::iovi:tciaI Bank- 
ing Enquiry Committees held that the Act was pracricalA a dead Attc-r. 
Its failure has been attributed to ‘ the lack of an obhgaiion 'oinding the 
overworked Munsifs to use it, to the lack of a prescribed rate of interest, 
to the debtor’s ignorance of law, or even to an excessive regard for the 
sanctity of contracts which were substantially unfair h- In receirt ^ears 
'’^ 9 oo' 9 ) several provinces (Bengal, Assam, the Central Provinces, the 
Punjab, the United Provinces, the NordiAVest Frontier Province, 
hladias, aiid Bihar^ have amended the Usurious Loans Act 
making it incumbent upon a court 01 law to re-open the account and 
reduce the rate of interest as prescribed in the amending Acts. The 
Bombay Money-lenders' Bill ^igsS, contained a similar 2->-'ov:sicn. 
is. Legislation regarding licensing and control of money-lenders. — In 
several countries measures have been taken to regulate the business 
of money-lending, because the power which money-lenders have over 
boiTOwers is only too apt to be abused. This is especially die case with 
regard to unsampulous money-lenders, particularly among petty money- 
lenders who have no status to maintain. The number of such oersons 

ji. 

and the de,gi'ee of their sharp practice depend upon the degree 
of the backwardness of the community among whom their operations 
are conducted. The Royal Commission on Agriculture commended 
the principles underlying the Punjab Regulation of Accounts Bill 
(passed into an Act in 1930) and the British Money-lenders' Act 
of 1927 to the consideration of provincial Governments.^ The English 
Act provides fox the taking out of licenses bv money-lenders, 
prohibition of compound interest, supply of information and copies 
of the relevant documents relating to the state of loan on demand by 
the borrower. The various Provincial Banking Enquiry Committees 
^‘vere not unanimous as regards the expediency of licensing money- 

" Agricultural ComirAssion Report^ par. 365. 

" C. F. Strickland, Relief or Dect, p. : 3. 

^ Agricultural Corurnissicn Report, par. 566. 
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lenders, while most or them favoured legislation on the lines of the 
Punjab Regulation of Accounts Act. The Central Banking Enquiry 
Committee did not favour either a compulsory or a voluntary system of 
licensing money-lenders. Licensing of money-lenders has been objected 
to on the ground that the illiterate class of borrowers in the country 
cannot alford to lose the goodwill of the creditors on whom they are 
dependent, that there is difficulty in defining the term ‘ money-lender 
and that there is little use in passing legislation wTich on account of 
the strong position of die money-lender can be easily evaded. On the 
other hand it has been rightly pointed out that licensing and registra- 
tion of money-lenders are essential for the enforcement of any regulation 
of professional money-lenders and that there is no valid reason for any 
resentment by them having regard to the fact that the principle of 
registration and license is applied to the members of one of the most 
respected of professions, namely that of In recent years the 

adoption by provincial Governments of the policy of granting relief to 
and protecting the agTiculturist debtor who was hard hit by the slump 
in prices during the depression has resulted in several enactments for 
the registration and licensing of money-lenders, and regulation of money* 
lending in the interest of the borrower.- In Bombay the Money-lenders' 
Bill (1938) was referred to a Select Committee but did not become law. 
Orissa enacted similar legislation in 1939* A Bill to regulate money- 
lending in a more thoroughgoing manner became law in Bengal in 
1939. The Usurious Loans Act (1918), as already pointed out, has 
been amended in several provinces. 

As it is not possible here to review each of the several provincial 
Acts and Bills separately, we shall only indicate their main features : 
(i) definition of money-lenders, (ii) registration and licensing of money* 
lenders, (iii) regulation of accounts, (iv) regulation of interest and 

(v) miscellaneous provisions. 

(i) Definition of nioney lenders. --VvoYinci^l legislatures have not 
found it easy to define a money-lender. In some Acts (Assam, Bengal 
and Bihar) the definition is rather broad. The usual phrase is one who 

^ See Reporti, of the Bengal (par. 320) and Central Provinces (pars. 167S-S0) 
Enquiry Committees. 

" The relevant Acts for the various provinces are as follows : — 

(i) The Punjab: The Regulation of Accounts Act, 1930; Relief of Indebted- 
ness Act, i9o 4 7* Debtors’ Protection Act, 1936 and Registration of Money-lenders’ 
Act, IQ3S. (ii) Bengal: Money-lenders’ Act, 1933. (iii) Central Provinces: Money- 
lenders’ Act, 1934 ; Reduction of Interest .i\ct, 1936 ; Protection of Debtors Act, 
1937- (b') United Provinces : .\griculturists’ Relief .A.ct, 1934 ; Encumbered Estates 

Act, 1934; Regulation of Sales Act, 1934. (v) : Mcney-lenders’ Act, 1934. 

(vi) Madras: Debtors’ Protection Act, 1934; Agriculturists’ Relief Act, 193S. (vii) 
Bihar : Money-lenders’ Act, 193S. (viii) Orissa : Money-lenders’ Act, 1939. For an. 
instructive review of these Acts see K. G. Sivaswamy, Legislative Protection and 
Relief of Agriculturist Debtors in India and N. G. Abhyankar, Provincial Debt- 
Legislation. 
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* advance-^ a loan in the regular coarse oi basinets'. Tlie grnjral >bAc: 
is to regulate private nioney-ieiiciing ^vhich. is nor organized, urdika 
moneydending by Banks, Co-operative Societies and rhe Governrnen:. 

(ii) Registratioyi and Ikensiiig of n: The nione^-lendjr 
is required to register himseit and obtain a license in the Central 
Provinces, Bihar and the Punjab. Tlie Bombay Money-lenders' Bid 
makes a similar 2^rovision. The Bengal Ivloney-Ienders’ Act {1939) S-nd 
the U.P. Money-lender^’ Bid ('1939} made similar provision. The 
annual license duty as prescribed by the Bombav Bid varies according 
to the capital einr>Io}ed by the money-lender, being Re. 1 'cvhen the 
capital does no: exceed Rs. 2,000 rising to Rs. 1,000 xvhen it exceeds 
Rs. 10 lakhs. Provision is made for the cancediing of licenses under 
certain circumstances such as dishonesty on the part of tire nioneydender. 
The Denaltv to the moncv-Iender for not taking out a license is tire 
vdtliholding of the assistance of the courts in enforcing his clainrs, as in 
Bihar, me Punjab, Bengal and the U.P. In the Central Provinces the 
money-lender is liable to a fine. Time tor making good the defect is 
alloxved in Bombay, on payment of a penal license tee. The enforce- 
ment of registration of numerous money-lenders, especially in a provirxe 
like the Punjab, is not an easy task. Even in England unlicensed per- 
sons are from time to time detected. The device of lending through a 
man of strav;, as in Zanzibar, can be adopted tvadrout tear of frequent 
detection. The ‘ law merely enables an honest rnonev-lender to offer 
priina facie evidence that he is honest b- A system of state inspection 
and supervision of money-lenders’ activities as in the U.S.A. may ensure 
better eniorcement of the law. 

(hi) Regulation of accounts.— VrideT the various provinciai enact- 
ments controlling money-lending, the money-lender is required to 
maintain regular account books and to furnish each debtor annually, 
or six-montlilv, with a legible statement of accounts signed by himself 
or his agent in respect of each loan transaction, showing the outstanding 
amount of principal and interest and the amount of every payment 
received from the debtor. In Assam and Ivladras this statement is to be 
supplied only on the debtor s demand. The debtor is not, hovrever. 
bound to admit correctness of accounts as furnished by the creditor. 
The money-lender is also required to pass receipts for payments received 
The usual penalty for failure to maintain proper accounts is the loss of 
interest Nvhollv or in part) found due. and also of costs of suits for the 
recoverv of an'ears. It is generally thought that these penalties are light 
and can hardly be deterrent. Non-suiting of the creditor can be the 
onlv effective penalty, and even the latest Bombay Bill does not provide 
for it. The entry of a fictitious amount in excess of the actual amount 
loaned out has been declared an offence which is punishable wnth a 


^ C. F. Strickland, op. c:r., p. 
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fine in Assam, Bihar, Orissa, Bombay, and the United Provinces. The 
Punjab Act provides for dismissal of the suit. 

It is interesting to review the results of the provisions relating to the 
maintenance of accounts. It is found that the relevant sections have 
pioved a dead letter in the U.P. Similar is the experience in the work- 
ing of the provisions of the Deccan Agriculturists’ Relief Act. In the 
Central Provinces, it is found that the debtor seldom pleads the fact, 
in a court of laiv, of his not having received receipts or accounts. In the 
Punjab, irhere iegislation of this type ivas first introduced, the village 
money-lenders generally disregard these provisions. Consequently there 
has firstly been an increase in the number of contested cases, and secondly 
the money-lender tries to settle disputes outside court as he knotws that 
he will not he allowed interest and costs, having failed to keep accounts. 
' Legislations of this type are educative instructions rather than penaliz- 
ing laws. Such instructions are better carried out by inspection and 
audit. The best of legislations to regulate money-lending may be 
neutralized by the iiecessities of the debtor and the gi'eed of the 
Cl editor.’^ 

(iv) Limitation of rates of ijiterest.—The various Acts prescribe the 
maximum rates of interest that can be charged, distinction being made 
(except in ^Madras) betvreen secured loans and unsecured loans. Higher 


Province 

1 

c 

Secured 

Unsecured 

! 

1 Simple 
! interest 

1 

Compound 

interest 

! 

Simple 

interest 

1 

Compound 
in cert St 

Madras 


1 

61 j 


Bombay ('Bill) 

9 

prohibited 

12 

prehibited 

Bengal 

15 

1 

10 

-5 

10 

Punjab 

12 

1 

i 9 

; 18 

1 M 

Bihar 

9 

j prohibited 

12 

prc.hibited 

Orissa (Bill) 

9 

j prohibited 

j 12 

! prohibited 

Central Provinces 

1 ^ 

/ 

i 5 

10 

5 


1 

1 yearly rests 


■ yearly rests 

Assam 

: 12^ 

! prohibited 

m 

prohibited 


rates of interest are allowed on unsecured loans. Compound interest 
is prohibited in the Bombay Bill, and in Bihar and Assam. The 
above table indicates at a glance the position regarding rates of 
interest prescribed by law in the various provinces.^ The United 

^ K. G. Sivaswamy, op, cit., pp. 1S2-3. 

See Paper on ‘ LegisIaLion for the Relief of Indebtedness ’ read by Professor 
C. K. Vakil ai the Indian Economic Conference (1938). 
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Provinces have adopted a novel arraiieenient, namely ni^tincrnion 'i'. me 
Government from time to time of the intmem allotted In . ms jitam; - Ith 
the conditions of the money market in reAtioir to loans inxurrjd yr::r m 
the Agriculturists' Reiiei Act cl Ud-k loans nabseqnent to the A::, 
the rate of interest varies according to ilie amount oi the loan, being 
lower as the amount is larger. TIiA arrangxnient provides tor a reamn- 
able element of elasticity, which is lacking in the other provincial Acts. 

In this connexion it may be noted that most ci the provinces 
''Assam, Bengal, Bihar, the Ceiinai Protinces, Madras, die Pnidab, and 
the United Province^: have adopted the old Hincha ride oi 
which appeals to the Indian mind and ha^ been ernljidied in the recent 
debt legislation including the Bombay Money-iendem' Bill . 

According to this rule, interest on a loan is not to exce^;d the prindpa*. 
The interpretation of the rule is not, lio-^vever, easy in the case oi a 
running account, and the phraseology or die ^'arious Acts is not uniform. 
This rule mav be welcomed in so far as ii lead^ creditors to sue the 


debtors within a reasonable time. 

The gi*eat disparity of interest rates as prescribed in the various 
provincial Acts reveals the divergence oi conditions in the mone} market 
in the different pans of India and the imperfect control of the money 
market bv the Reseri'e Bank of Inina. Uiiiiitation ot the rate oi inieresi. 
has appealed to many governments in the past, out it is an ideal very 
difficult of enforcement in practice. In those cases where the legal rate 


of interest is not adequate to cover the risk involved in the gran: oi a 
loan, or where the borrotver is a neeciy person or again wnere the render 
is unscrupulous, the law may be evaded either by an agreement in favour 
of a higher rate of interest out of court, or by entering a fictitious large 
loan at the legal rate of interest. Reports on the working of debt 
legislation in Bengal and the United Provinces emphasized that the 
enforcement of the maximum rate of interest has been found very 
difficult in practice. Bonds axe usually over-written by axdiiors and 
the punishment provided under the U siirious Rates Schedule has hol 
proved a deterrent. At the same time it should be remembered that 
the main purpose of this schedule is educative rather than preventive. 
A vigorous educational propaganda for acquainting the ignorant 
cultivators with the existence of legislative safeguards. v;hich are intend- 
ed to protect them, is necessary.- The legal rate of 6I4 per cent {simple 
interest) on all future loans prescribed by the IMadras Agriciuturists 
Debt Relief Act of 193S (see gii below) appears to be too low to ensure 
adequate suppiv of axdit and aoes not even allow for the distinedon 
between secured and unsecured loans. The local Government has, how- 
ever, been allowed by the Act to declare a higher rate having regard 
to the fact that even co-operative societies fother than Land Mortgage 


N. G. AbliycLiikar, op. cir., pp. 
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Banks) are charging rates of interest higher than those presalbed by 
tire new Madras Act. 

(v) Finally, the provincial enactments regulatiiii: 

money-lending and seeking to protect the agidcuiturist debtors contain 
provisions which forbid molestation and intimidation of debtors (e.g. in 
tire Central Provinces Act, Bombay, Bengal, and U.P. Bills) and prescribe 
punishments for this offence. Exemption of a part of the holding from 
attachment and sale in execution of a decree of the court as in the 
Punjab, Bihar, the United Provinces and Bombay,^ gi'ant of instalments 
as in the Central Provinces and the United Provinces, Bihar (in the 
case of mortgage suits) and Bombay, restriction of usufructuary mortgages 
to a reasonable number of years and permission to the debtor to redeem 
certain old mortgages, as in the United Provinces, are other fonns of 
relief granted to the agriculturist debtor. 

Rural debt legislation as outlined above and relating to debt con- 
ciliation and reduction (see §§io-ii below) has a certain tendency to 
restrict the supply of credit in the rural area.s. According to reports 
received there is already such a tendency in evidence. ‘ In areas tdiere 
such legislation is in force it is said that money-lenders have discontinued 
lending except to old and trusted clients, and have restricted their loans 
to a minimum. - This wdll not, however, be an unmixed evil if it 
teaches the cultivator to live within his means and creates a demand for 
more co-operative credit societies. Moreover, legislation regulating money- 
lending must not be judged by this temporary result. Honest money- 
lenders have nothing to lose from enactments intended to protect illiterate 
and needy debtors from the malpractices of unscrupulous money-lenders. 
Further, capital now used in money-lending must find a use, and there 
are not many alternative channels of remunerative investment available 
to the money-lender. For many years to come there will remain a wade 
field for honest business in supplying the legitimate needs of agricultural 
operations. 

§9. Debt conciliation and liquidation.— The Central Banking Enquiry 
Committee suggested that a serious effort should be made to find a 
remedy for the clironic indebtedness of the agi'iculturist, so far as it 
relates to unproductive debt. In their opinion the most effective remedy 
w^ould be found in the pursuit by provincial Governments of a vigorous 
policy of debt conciliation on a voluntary basis. For this purpose special 
officers should be appointed in each province w^hose function w’^ould be 
by propaganda to persuade the lender and the borrower to agree to a 

^ * Bengal and Bifiar exempt one acre of land and Bengal the dwelling house. 
The United Provinces has a similar but less explicit provision. The Bombay Small 
Holders’ (Temporary) Relief Act (ic)3S), exempts land, house, crops and cattle 
Cowned by a *^small holder”, i.e. a cultivator holding land not exceeding six acres 
of irrigated land, or eighteen acres of other land).’ — C. F. Strickland, op. cit., p. 23. 

“ Statutory Report on Agricultural Credit (Reserve Bank of India), par. ii. 
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redemption ot standing debt on die basis oi a cash pajnien: or eouaud 
payments spread over a number of years. The existing co-opcratite 
societies should be utilized as the agencv lor the paynienL to the lenhjr 
cy the borrotver, %vho should become a member oi the co-operative socirtv 
tv'hich, in turn, should supply hiiii tvith his current needs in luttnn. 
The Government should have a regular progTamme of advances 
co-operative societies for debt redemption where the lender wants a cash 
payment. If necessary, the whole arrangeniviit should have the backin 
of a legislative enactment. In those ca^es where the lender refuses t 
agree to a voluntary settlement of the debt it would he necessary to take 
action to secure comouisory settlement by means ot a legislative 
enactment.^ 

Recent debt conciliation legislation.- — The question of conciliation 
of rural debts ^.vas taken up by almost all the provincial Gotarn- 
nients owing to the severity with w'hich die slump in agricultural 
prices had fallen on the farmer-debtor class. The Government of the 
Central Provinces and Berar were the hrst to introduce the experiment 
of debt conciliation boards under the Debt Conciliation Act passed 
in February 1933. Their example w’as follow'ed by the Punjab in 1934, 
ivhen the Punjab Relief or Indebtedness Act was passed authorizing the 
establishment of Debt Conciliation Boards as in the Central Provinces, 
Bengal followed suit with its Agricultural Debtors' Act in 1935. Assam 
passed its Debt Conciliation Act in the same year, hladras provided 
for debt conciliation by the enactment of the Debt Conciliation Act 
of 1936. The Sind Debt Conciliation Act of 1939 also provides debt 
conciliation machinery. 

Debt conciliation legislation in the various provinces has certain 
common features, although there is divergence in the detailed pro- 
cedure. We may notv revietv the main provisions of the Acts. 

Debt Conciliation Boards.— The central idea underlying these Acts 
is that scaling dowm of debts should take place as a result of mutual 
agreement bettveen the debtor and the areditor through the machinerv 
of Debt Conciliation Boards varying in size from 3 to 9. The Boards 
consist of officials and non-officials and include representatives of the 
class of debtors and creditors respectively. The chairman is an officer 
from the executive or judicial service. The jurisdiction of the Boards 
is limited in certain provinces, e.g. in die Central Provinces only debtors 
who do not o%ve more than Rs. 25,000 may’ apply to the Debt Concili- 
ation Boards. In the Punjab the limit is Rs. 10,000. In Madras the 
minimum limit is Rs. 100 and the maximum Rs. 25,000. Co-operative 
debts are differently treated in the various provinces : e.g. they mav 
be included in the scope of debt conciliation in the Central Provinces 

' See Report of the Central Ban'king Enquiry Cotnmiitee, pars. pi-2. 

“ For an interesting review of this legislaricn see K. G. Sivaswamv, op, zlt . 
and X. G. Abhyankar, op- cit. 
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and ]\Iadras subject to the previous aj3proval of the Registrar of Co- 
operative Societies ; on the other hand, co-operative debts are excluded 
in the Punjab. It is wiser to include them and then to discriminate 
between them and other debts so far as the degree of conciliation of 
debt is concerned. Debts due to the Government and to banks as well as 
trade debts are generally excluded wholly or partially or conciliation 
in these cases is hedged about with special conditions. 

Procedure.— A debtor or any of his creditors may apply to the 
Board aj^pointed for tiie area in tv'hich the debtor resides, to effect a 
settlement between him and his creditors or debtor respectively. Every 
creditor is called upon to submit a statement of debts owed to him 
within a specified period. Failure to do so entails a discharge of 
all debts owed to him. The Board has given an opportunity to all 
the parties to explain their case. In certain provinces, e.g. the Cen- 
tral Provinces, lawyers are not allotted to appear before the Boards. 
In others, e.g. the Punjab and Assam, they are allowed. The Board 
has no authority to give a decision, but has to depend only upon 
powers of persuasion to induce the parties to arrive at an amicable 
settlement. In case agreement is reached relating to a certain per- 
centage (40 per cent in the Central Provinces) of the debts owing 
to the creditors, it is signed by the Board and is registered under 
the Indian Registi'ation Act, and takes effect as a decree of the civil 
court. The instalments of the debt, as conciliated, are fixed with 
due regard to the paying capacity of the debtor and usually no inter- 
est is allowed on t±ie conciliated amount. The rule of dainditpat is 
generally observ^ed. 

In Bengal it was thought necessary to endow^ the Boards on occa- 
sions Tvith powers for compulsion in varying degrees whenever volun- 
tary methods fail. Another noteworthy feature of the Bengal Agri- 
cultural Debtors’ Act (1935) is that it provides for a simple insolvency 
procedure on the lines recommended by the Royal Commission on 
Agi'iculture^ for rural areas. The absence of such procedure in other 
provincial Acts is a handicap in those cases -where there are difficulties, 
in arranging for the payment of the conciliated debt even by a number 
of instalments. 

Refractory creditors —’The various Acts provide for the issue of certi- 
ficates by the Board to the debtor of a refractory creditor who refuses 
to accept a fair offer. Such creditors are not entitled to costs in suits 
for the recovery of such debts or to any interest after the date of the 
issue of the certificates in excess of simple interest of 6 per cent per 
annum on the amount due. In the Punjab the Board can grant such a 
certificate only when creditors to the extent of 40 per cent of the debtor’s 
liabilities have come to an amicable settlement with the debtor; the 


Report, par. 367. 
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percentage in Madras being 50. The decisions of the Boards — e fmai 
and Civil Courts are debarred from entertaining suits re-gar din-" debts 
conciliated. The Board itself has, hovtevcr, ;tGv/er to revietr nrevinrs 
orders under certain circumstances. In Bengal appeals are ahot^ed 
against the atv^ards made by the Board. 

Working of t'ne Debt Concihat.on Bo_:ndi.~Tlie vtorking of tlrese 
Boards shows variation from province to province. In only three 
provinces, namely, the Central Provinces, the Punjab and to some ex- 
tent in Bengal, have substantial results been achit:\'ei. A greater 
degi'ee of success has attended the experiment in debt conciliation in 
the Central Provinces, where several Debt Conciliation Boards ttere 
established by the Government, These Boards had conciliated debts 
amounting to Rs. 958-69 lakhs for Rs. 479 -ee lakhs, securing a remission 
of 50 per cent of the total claims, by the end of July 1958.- Remissions 
generally have been the largest in the case of unsecured loans. Ere- 
quenth no future interest has been allowed on the reduced amount 
of debt. The Debt Conciliation Boards in the Central Provinces were 
scrapped under the new Act 01 1939 /see belo^c §11 din. Similar re- 
sults have been achieved in other provinces, such as the Punjab, Ben- 
gal, and Assam. The working of the Boards in Bengal has not been 
smooth and is characterized by long delays. In that province it was 
estimated that debts of about five crores had been scaled do^vvm up to 
1 April 1939. The operation of the Boards has revealed certain de- 
fects. For instance, tlie provision in the Punjab Act requiring cre- 
ditors, to Vv’hom there is owing not less tlian 40 per cent of the total 
debt, to agree to an amicable settlement tvith the debtor for the 
grant of a certificate to the latter has had the result that the debtors 
include fictitious creditors in the list so that the limit of 40 per cent 
may be reached. Then again, in some provinces including the U.P., non- 
agriculturists, such as traders tvho happen to o'tvn a small piece of 
land and Tvhose main income is derived from commercial pursuits, 
have taken advantage of the Debt Relief Acts. Genuine creditors 
are thus made to suffer. We have already referred to the restrictive 
effect on the supply of rural credit. 

Repayment of conciliated debts.— Whe crux of the wdiole problem 
of debt conciliation is the ^ arrg-ngement for the repayment or the 
amount of the debt as finally settled. Although in some cases, especial- 
ly in the Punjab, payment has been made in a single transaction 
bv sale of cattle and jewellery or by a terminable lease of lands, 

^ See Indian Co-operative Revieir, Jirly-Septerr.her, 1937, and Papers cn Rnra: 
Debt Legislation read ar the Indian Economic Conference, 103S- 

= X. G- Abhyankar, op. cit., p., 35. For a detailed critical esaminaticn of 
the working of the Debt Conciliation Boards in the Central Provinces and Bcrar 
see article bv Sir M. G. Deshpande in The Indian Co-operative Reziew, Jannaiy- 
March, 1939. p?. 65-70- 
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instalments spreading over a period o£ 15 to 20 years are usually 
arranged. As Mr Strickland points out, " the test of conciliation will 
come when the first few annual instalments have been paid and the 
sense of alleviation has worn off 'd It is obvious that the method of 
debt conciliation ^vould work more successfully provided a suitable 
mode of repayment could be devised. Creditors -^vould then agree to 
large remissions. The Land Mortgage Bank, tvhich has the necessary 
technical equipment for carrying on long-term transactions on business 
lines (see ch. x) appears to be a very suitable agency for carrying out 
a progi'amme of debt conciliation. If such a bank is jmepared to ad- 
vance the w’hole conciliated amount to the a'editor he ^vould agree 
to a substantial remission of his claims. Thus the need for co-ordinating 
the working of Debt Conciliation Boards and Land Mortgage Banks >s 
obvious. It was the realization of this need wliich led the 
Government of the Central Provinces in 1935 to launch a system of 
Land Mortgage Banks, of which there are now 21 in that j^i'ovdnce. 2 
Madras with its iii Land Mortgage Banks has shotvn the most f>ro- 
misiiig progi'ess in this direction. - 

Need -for compulsion,— Thtm was a gi'owing conviction in the Cen- 
tral Provinces, Madras and elsewhere that if conciliation of debts was 
to make fair progi'ess '^vithin a reasonable time the voluntary principle 
must be replaced by one based on compulsion. It should be borne in 
mind that conciliation is an emergency measure and is analogous to a 
surgical operation. If it is to do any good without serious harmful re- 
action, it should be carried out with reasonable speed and should not 
be unduly prolonged. Voluntary debt conciliation does not ensure 
dispatch and moreover its working is apt to be uneven and uncertain. 
Accordingly recent legislation in Madras, the Central Provinces, Bombay 
and the United Provinces has provided for the compulsory scaling dotvn 
of the liabilities of agriculturist debtors. 

111 . Compulsory scaling down of debts. — (2) The Madras Agriculturists" 
Relief Act (1938).— It was the realization of this fact that led to the 
adoption of a bold policy of debt relief by the Congress JMinistry in 
Madras, wdiich got the Agriculturists’ Relief Act through the Provincial 
Legislature early in 1938. The object of this measure, which is more 
radical and drastic than any that has^^ been passed or contemplated in 
the rest of India, is to rehabilitate agidculture, the basic industry of the 
province, by relieving the producers of food from the incubus of 

^ C. F. Strickland, op. cit., p. 13. 

- It appears ihat agriculturisr debtors did not avail theniselves of the long-term 
credit facilities offered by the Land Mortgage Banks as the Conciliation Boards 
gave maximum concessions possible in respect of the numheV of instalments and 
exemption of instalments from interest. 

* The progress made by Land Mortgage Banks in the various provinces is 
reviewed in ch, x. 
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indebtedness. The Act provides for the compuhory of 

debis as distinguished from conciliation and settlement Ly ^ere-j:nc:n. 
It oilers relief to ryots ■without any upper limit in'CNpecti^e :he:r 
capacity to repay and of the status of the creditor. The Act distin^uid.- 
ed between pre-depression and post-depression debt;^. All arrears or 
interest outstanding on i October 19*, 7 0:1 aebts incuined prior to 
October 1932 were wiped oS, only the principal being payable. The 
debts incurred after that date were to be charged only 3 per cent 
-interest up to 31 October 1937- The rule 01 da^dd-upCit teas to be 
eniorced in favour of the debtor. In case the pa\nient5 were less than 
twice only the balance had to be paid. On debts sO scaled down as also 
on future debts iiicuiTed after the commencement 01 tlte Act the 
maximum legal rate of interest was fixed at 61 4 per cent: but it wa.:> 
iiaiiie to be altered from time to time by the Provincial Government. 
Co-operath'e societies and certain daises of banks were exempted trom 
the operation of the Act. The Act also extended relief to tenants by 
wiping out all arrears of rent except those of the previous nvo \ears, 
provided these latter were paid by September :939. The provisions of the 
Act could be applied also to decreed debts. Sales of movable or immota- 
ble property of the agriculturist could be set aside if such sales w'ere made 
in execution of a decree after r October 1937. The enforcement of die 
-Act tvas to be effected by the ordinary courts. During the period ending 
September 1941, more than 168,000 case^ had been disposed 01 under 
the Act, involving Rs. 6,52 lakhs of debts which had been scaled down 
to Rs. 3,46 lakhs, i.e. by 47 per cent. 

This unique piece of rural debt legislation in Madras has been the 
subject of numerous criticisms. In the first place, the Act does not 
make any profusion for the setting up of machinery^ with legal powders 
and financial resources to satisfy the claims of creditors or to relieve 
the debtors quickly, to pay off the scaled-down debts to the former and 
recover them gradually from the latter.* No doubt there are several 
Xand Mortgage Banks operating in the province, but the creditors are 
not compelled to receive payments through them. Furthermore, apart 
from delay in grant of loans by these banks, their resources are limited. 
It is noteworthy, how^ever, that in the budget of 193S the Government 
of hfadras provided a sum of Rs. 50 lakhs for the relief of small indebted 
agriculturists by tvav of direct loans from the Government especially 
in areas not covered by Land Mortgage Banks. 

Another criticism is that the maximum rate of interest {61^ per 
cent’\ prescribed by la%v is too Iow% especially in the case of unsecured 
loans, and it is said that the Act has curtailed the supply of credit even 
to the extent of land being left fallow in some districts. In other cases 
the legal rate of interest is being circumvented by the adoption of 

^ See paper on ‘ Debt Legislation and Rural Credit in Madrcs ' read by Pro- 
K. C. Ramkrishnan at the Indian Eccncmic Conference (1C5S'. 
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various ingenious devices^ the needy borrower becoming himself an 
accomplice.^ 

(ii) Central Provinces and Berar Relief of Indebtedness Act (1939).— 
This Act substitutes certain compulsory methods for the scaling down of 
debts in place of the mutual agreement of the old Debt Conciliation 
Act (1933). It scraps the machinery of Debt Conciliation Boards (in 
this respect it differs from the Madras Act of 1938 which retains these 
Boards) and provides in its place Debt Relief Courts with certain 
restricted appeals to the District Judge. It provides for the grant of 
graded relief based on the estimated fall in the value of land in respect 
of the principal of the debts as follows : {a) 30 per cent reduction in 
the case of debts prior to 31 December 1925, {b) 20 per cent in the case 
of debts incuiTed after 31 December 1925 but before 31 December 
1929, and (c) 15 per cent in the case of debts incurred after 31 December 
1929 but before 31 December 1931. No relief is provided for debts, 
incurred subsequent to 31 December 1931. The payment of interest is 
limited to ^1/2 per cent compound interest with yearly rests, or 6 per 
cent simple interest on secured loans and 9 per cent on unsecured loans. 
Rent debts (unlike in hladras), debts due to co-operative societies and 
certain banks are excluded from the scope of the Act. The scaling down 
of debts under the new^ Act is more thorough than in Madras but is 
likely to involve more delay since this process is subject to a legal 
arrangement, while in Madras resort to a court of law is necessary only 
if the parties do not agree in the application of the law to dieir case. 
The Act provides for the transfer of land in lieu of debt.- 

(hi) The Bombay Agricultural Debtors' Relief. Act (igsp).^— The 
Bombay Agricultural Debtors' Relief Act of 1939 has recently (1941) 
been put into force as an experimental measure in a few talukas in 
the three divisions of the province. The Act aims at reducing the 
aggi'egate indebtedness of genuine agriculturists so as to bring it within 
the compass of their ' capacity to pay. Compulsory scaling down of the 
debts through specially constituted Debt Adjustment Boards, w-hich are 
to work under the control of the civil courts, and subsequent arrange- 
ments for the repayment of the adjusted amount in manageable 
instalments constitute the essence of the whole scheme. The relief 
contemplated by the Act is limited to cultivating agriculturists whose 
debts (as on 1 January 1939) were not more than Rs. 15,000. Either 
the debtor or the creditor may make an application to the Board for 

" See paper on ‘The Madras Agriculturists* Debt Relief Act* read by Dr B. V. N. 
Naidu and P. Vaidyanathan at the Indian Economic Conference, 1938, also article 
on ‘ Debt Relief Law and Co-operative Credit in Madras * by K. C. Ramkrishnan 
in the Indian Co-operative Reruiew, January-March 1939, pp. 95-7. 

The Servant of India, 14 July 1938 and N. G. Abhyankar, op. cit., pp. 18-19. 

See Bombay Act XXVIII of 1039, Note on Bombay Agricultural Debtors'' 
Relief Act, IQ39 and Rules issued under the Act by the Government of Bombay (12 
August 1941). ' " 
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the adjustment of his debts within iS morxths from the date on \::iich 
a Board is established. If the creditor fails to make an ar^plication 
wdthin this period the debt becomes void and irrecoverabie. T:te 
Act provides graded relief in respect of both principal and interest in the 
following manner. In taking accounts oi principal and interest in 
respect of transactions prior to January 1951, interest is to be 
calculated at 12 per cent, or tiie agi'eed rate, whichever is iotv’er ; 
40 per cent reduction would then be made in principal and interest. 
If the transaction commenced after i Januaiy^ 1930 but before 31 
Dfceinber 1930, accounts are to be made up to 1 Januatw 1931 at 12 
per cent or the agreed rate, tv'hichever is lower, and a reduction of 30 
per cent is to be allowed in both principal and interest. Interest not 
exceeding 9 per cent is to be allowed on the amounts so adjusted up 
to the date of the application. For transactions which commenced 
after 1 January 1951, the interest is to be calculated at 9 per cent, or 
the agreed rate, whichever is lower. Separate accounts w'ould be taken 
of principal and interest and accumulated interest is not to be allowed 
to be debited to the account of the principal. In taking accounts the 
interest to be calculated tvould be simple interest. The amount of 
dues on account of interest is in no case to be allowed to exceed the 
amount of the principal due. 

After the accounts are made up the next step to be taken by the 
Board is to estimate the paying capacity of the debtor as ascertained 
in terms of the value of his whole property, both movable and immov- 
able, w’ith certain exceptions. In the case of immovable property, 
which is subject to the liability of secured debts, dues to Government 
and local authorities would be deducted from the value of such property. 
Broadly, the Debt Adjustment Boards are empowered to scale dowm the 
principal found due to 80 per cent of the repaying capacity of the debtor 
as indicated by the total amount o£ the following items : (^2) If the 
amount of the secured debts after taking accounts is less than 80 per 
cent of the value of immovable property, the difference between the 
amount of such debts and 80 per cent of the value of such property, 
(b) 80 per cent of the value of the immovable property which is not 
subject to the liability of secured debts and (c) 80 per cent of the value 
of other assets. 

The Act also makes provision for paying the creditors scaled- 
dowm amounts in the form of bonds issued to them by the Provincial 
Land Mortgage Bank, provided the creditors agree to scale down the 
total claims to 50 per cent of the assets of the debtor. In other cases 
the scaled-dowm debts may be recovered from the debtors in the form 
of instalments not exceeding 25 in number. A debtor whose assets are 
inadequate for payment of the scaled-dowm amount can be declared 
insolvent by the Board. The aw^ards made by Boards, after having 
been registered by a civil court, will be executable as a decree of the 
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court. The Board is also authorized to order the sale of a debtor’s 
property in liquidation of his debt if such a procedure is in his interest. 
No debtor wdio is a party to an award under this Act is allowed to 
alienate the standing crops or the produce of his land to the prejudice 
of a Resource Society or any person (including a joint-stock company 
or other association) authorized to advance loans under the Act under 
prescribed conditions ^vithout previous permission of such creditors. 

(iv) The U.P. Agriculturist Debt Reiemptio 7 i Act (1939).— The U.P. 
Legislative Assembly passed the Debt Redemption Bill in July 1939. 
It authorizes the courts of law to award by way of the principal amount 
due, a sum which will not exceed nvice the amount of the principal 
minus all the payments received by the creditor in the past in respect 
of the said transactions. Its main object is to effectively reduce the debts 
of small agriculturists. In the case of protected tenants, it provides that 
the creditors could only take possession of the landed property of the 
debtor as a usufructuary mortgage and could not sell it to realize their 
dues.^ 

(v) Some Indian States including Bhavnagar, Mysore and Travancore, 
have also adopted measures for setting up boards for the conciliation 
of debts. The most striking success has been attained in Bhavnagar 
t\here the debts, on being settled and very greatly scaled down^ were 
taken over by the Durbar who have paid off the creditors. A study 
of the after-effects of debt redemption in Bhavnagar published in 1939 
showed that about 6 per cent of the holders had incurred fresh debts 
amounting to 3 per cent of the total old debt. These fresh debts were 
for current miscellaneous purposes and were paid during the harvesting 
period. The debt redemption scheme has had on the whole salutary 
results. We should, however, do ivell to bear in mind that it Tvouid 
not be quite so easy to launch in British India any conciliation scheme 
with the same prospects of success as in the case of the small Bhavnagar 
State where there w^as a ruler ready to wipe off arrears of land revenue 
and a counsellor so able and benevolent as the late Sir Prabhashankar 
Pattani and where sahukars with a realistic turn of mind were prepared 
to have their debts scaled down to as low a level as 25 per cent. There 
are inherent difficulties in a British province with a much larger popu- 
lation and more heterogeneous creditors. 

In conclusion it may be pointed out that scaling down of debts, 
either by the voluntary method or one involving compulsion, aims at 
mitigating rather than curing rural indebtedness and has therefore a 
limited utility. The Reserve Bank of India in its Preliminary Report 
on Agricultural Credit (1936) has rightly stressed the two aspects of this 
problem, namely the need for reducing debt and restricting credit and 
at the same time for increasing the earning capacity and purchasing 


^ N. G. Abhyankar, op. cit., pp. 19 and 90. 
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power of the farmer by demising various measures for rural beuermr:::. 
(Report, par 10.) 

; 12. Restrictions on the transfer of land. — Almost everw.vhere ::i Iruua 
‘proprietary^’ and ‘tenant r:g:hts ’ greatly iitcreased in value during 
the last 40 or 50 years of the nineteenih century, causing an unprecedent- 
ed expansion of the peasant's credit, wLich was for the most part 
misused. Xo precautions wxtc taken to prevent an ignorant and 
unthrifty peasantry from borrowing recklessly on the strength of the 
improved security of land, which began to nass rapidly out of me hands 
of the cultivator. So far from desiring to prevent transfer of land, 
the Government seemed at first actually to welcome it. It was thought 
that the facility of transfer ‘would result in land coming into the 
possession of cultivators wdth siiihcient resources to exploit it tuLy. 
The authors of the Joint Report in Bombay for example, v/islie'.l 
special measures to be adopted to facilitate transfers, more especialX 
as the customs of the country were adverbe to transfers. The realiza- 
tion, hotvever, gradually datvned on the Government that transfer of 
land to non-cultivating classes had reached a stage at which it 
economically as well as politically dangerous, and that it was there- 
fore necessary to restrict free alienation. Those who favoured legal 
restriction on free transfers of land desired it primarily for preventing 
the passage of land^into the hands of the non-cultivating clashes, though 
they also welcomed the secondary effect of such restriction, namely de- 
crease of credit, as likely to diminish tlie rate at which debt was 
being contracted by the peasant class. Action was taken or contem- 
plated in one form or another, the most outstanding case being that 
of the Punjab. Under the Punjab Land Alienation Act of 1901, non- 
asriculmrai classes are not allowed to buv land from a member of 
an agricultural tribe nor to take it in mortgage for more than twenty 
years. The success of the Act in preventing the expropriation of the 
peasant proprietor by the money-lender is undoubted. There is, how- 
ever, a fly, or rather several flies, in the ointment. In the first place, 
the difficulty placed in the way of the educated townsman wishing 
to bring his capital, intelligence and enterprise to bear on the land 
is a handicap to agricultural progress. Such enlightened enterprise has 
been the principal cause of die progressive character of English agri- 
culture. Even the agricultural classes have suffered from the inevitable 
contraction of credit. Another serious and unexpected evil has been 
the emergence of the agriculturist money-lender, and the gi'owth of his 
influence. The resmetions of the Act until recently fsee below) did 
not anply to him and he took advantage of his privileged position to 
expropriate his brother agriculturist in a manner as unscrupulous as that 
of the old money-lender. While therefore the Act has helped materials 
the retention of land in the hands of agriculturists, it is open to doubt 
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u’lisiher ir has ^ipprecAhlv diaiinished the evil or indebtedness.- In this 
connexion t>,'o recent; :9f,S amendments of the Act deserv’e notice. By 
the first oi these amendments, benai:zi hcdtiotisi transactions are declared 
nidi anxi void, thus seehint* to prevent alienation of land to men of 
stratv'. The sec:^nd amendment aims at the inclusion of the agriculturist 
menevdenCLr to a certain, extent in the same category as the non- 
amicultmist monev-Iender, in order to prevent the former from taking 
undue advantage of his privileged position under the original Act. 

The Purdah Resutution of Mortgaged Lands Act, 193S, empowers 
a rucrtcractor to uresent a petition to the Collector praying for the 
rcidtutAii of possession of die land mortgaged prior to 8 June 1901, 
subitct to certain conditions. Recent debt legislation in several pro- 
vinces, as ahead} p;o:n:ed out (see §8), seeks to protect the property 
cf the borrower by the exemption of a paiT of the holding fi'om 
attachment and sale in execution of a dea-ee of the court and restriction 
of usuiructuar-’ mortgages to a reasonable number of years. Tacilities 
are also offered to redeem certain old mortgages in the United 
Pro" inces. 

:l£.. The supply of mousy and credit.- — The takkavi loans ai'e a very 
ancient form of state help to the ryots in India, and the Government 
past^ed Takkavi Acts in 1S71, 1876 and 1879. But no active help wms 
rendered, until after the passing of the Land Improvement Loans Act of 
1SS3 and the Agriculturists' Loans Act of 1884 as recommended by the 
Famine Commission of 18S0, Under the former Act, long-term loans 
for permanent improvements on land, such as wells and embankments, 
tcere to be granted, and under the latter, short-term loans for current 
agricultural needs, such as the purchase of seed, cattle, manure, imple- 
ments, cic. These loans have been iiseful to agriculturists, especially at 
critical ^ines, when they have helped to mitigate the prevalent rates of 
interest and have served in some measure to establish a connexion 
benceen the village and the wider money-market from which the 
Government sometimes borrow’ for this purpose. 

Takkavi loans, hotvever, have never been popular. The Irrigation 
Commission of 1901-3 estimated the total amount so lent at six crores of 
rupees—a mere drop in the ocean. The figures relating to loans under 

^ 5 ft' M. L. Darlingi, op. cit., pp. 1S3, 210, and the Report of the Punjab 
Banking Enquiry Committee, par. 175. A similar Land Alienation Act was passed 
fer Bar.iielkhand in 1003. Restrictions on the alienation of land by aboriginal tribes 
exist in the Central Provinces and Bombay. 

The sources from which rural financial supplies are now obtained may be 
convenis^ntly menticned here. They are : (i) Money-lenders (including sellers on cre- 
ciTu both professional and non-professional. (2) Indigenous bankers. (3) Co-operative 
organizations. (4) The Government. (5) Commercial banks, including the Imperial 
Bank of India, the exchange banks and the joint-stock banks. (6) Loan ofiices 
in Bengal. (7! Xidhis and chit funds in Madras. See Report of the Central Bank- 
ing Enquiry Ccmmiiiee, par. 104. 
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the Va'o Acts furnished more recently hy the Provincial Banking Zncuirv 
<Ioninii trees illustrate the very insignificant part played by the Gt~ nut- 
nient in the matter c: supplying rural Enarxe.- These loans are CTantel 
oniv for soecihed purposes so that the rvon rather than irnnerll his 
credit vith the nioney-iender troiii xlaarn he can borrox tor ah purpos 
prefers not to avail liimseli oi the state loans unless absolutely i^trced 
to. It is inipobvible to make any s\btern of Governinent loans a:> elastic 
as that OI the tnonc} -lendcza The rigidity in the matter cu collection 
is another ciisabahty xhich makes the takkavi loan unpopular. The 
endless delays in distribution, the exactions of petty oniciol underlings 
and the genera: rednape character of the revenue agency cy xhidi it 
is administered are turiher drawbacks. The system is also extraordinarily 
dinxult to -uprrvise and docS not go to the root of the matter In ::rn 
it tails to exercise any educative influence om the ch.uacter ot the r; ; 
iome would even sa} that it tends to demoralire them. A tund.mxntal 
detect of the Land Impiovemcnt Loans eVet meSy; is that no loans can 
be granted under it for the redeniDtioa of old debts and c rnsolidarion 
o: holdings— the nvo essential pre-requisites for agricuitiiiai iniprcvement. 
Girder the rc-ccii: amending Acts passed in hladras > 1955; United 

Provinces uoyir loans are not; permissible in these provinces for 
rederaption of old dhbts.- Lastly, the Goveriinicni's a'edit and resources 
being limited, funds cannot be made available to the extent required,- 
As a general means of financing a.griculture the system is a failure, al- 
though in respect of specified famine tracts and backtvard areas it has 
a limited use.’ The Government seem to be waking up to the necessity 
of amending the administration of the takkavi so as to make the 
procedure less rigid. In Bombay, under rules framed in 1922, the 
Government have availed themselves of the co-eperam^e agency in the 
distribution of these long-term loans for effecting permanent improve- 
ments. The ^vhole system of takkavi loans vvas passed under review 
1^29-50’ bv the various provincial Banking Enquiry Committees and 
the Central Banking Enquiry Committee" and several useful recommend- 
ations ;£or instance, the creation of a Government publicity agencvl were 
made. 

All these measures have failed to solve the main problem o£ 
indebtedness, and the provision of a suitable and cheap svstem of credit 
for agriculturists still remains a desideratum. As Mr Ewbank observes, 

^ See Report .?t :ne Centr^il Banking Enquiry Ccm:':i::ec, zc.r* 23 * 3 . 

' The Governrr.en: cf Madras prcviced :n the tudgei fer 1C3S-9 a sum if Rs. 59 
takr.5 fvr the rel:e£ cf indebted a^ricuhvri?::? bx v.my cf direct leans :rcm the Govern- 
ment. indten Co-eperazzve Rcoicz:, Aprii-Jnr.e. 3938. p. 143. 

^ .^ee H. op. c:t.. pp. 1-3. 

See Aj^fi-ultural Coniniissicn Report, Minutes cf Evidence, vci. III. Srinhv.sn 
Achariyar's evidence, also ihe Repc^'Z cf ihe Er.quiry Cc 'zrr.izie^e, 

par. nui. 

' Rtperz, pars. 


^3S“45* 
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' no mere legislative fiat can control^ the working of economic law 

The Govenimeni reaiized this as early as 1884, when the Mceroy in a 
dispatch to the Secretary of State* urged the necessity of a private bank 
to replace the village usurer and supply cheap capital to solvent ryots., 
Under the inspiration of Sir 'iVTIiam Wedderburn and M. G. Ranade, 
a committee of the capitalists of the Poona district was formed in 1883 
with the object of establishing a bank to finance the agriculturists of 
the Purandhar taiuka. Though the scheme was approved of both by 
the Government of India and the Bombay Government, it was negatived 
bv Lord Kimberley, the then Secretary of State, on the grounds that the 
bank svould be virtually a Government institution, and tliat the Takkavi 
Act of 1883 and 1884, already referred to, along with the Deccan 
Agricuimrists’ Relief Act and better judicial arrangements and proper 
registration of titles to land, would go sufficiently far to meet the needs 
of the sitiiatioii- 

514 . Go»operati¥e credit.— The idea of using co-operation in India as 
a means of combating rural indebtedness and supplying a'edit was first 
suggested by Frederick Nicholson/m Madras civilian who had made a; 
special study of agricultural and other land banks in Europe. Nicholson 
was entrusted by the Ivladi'as Government with the work of conducting 
an inquiry as to the feasibility of starting, in the Madras Presidency,, 
a system of agricultural or other land banks, and in his famous report 
published in 1895-7 he pleaded powerfully for the introduction of 
co-operative credit societies in India. He asserted that in a country 
like India, no scheme could have any effect unless it was based on an. 
intimate acquaintance with the circumstances of the borrowers on the 
part of the lender, w^hether an individual or a society, and that, although 
the sahukar in the village is usually acquainted wdth tlie circumstances 
of the borrower, he is an isolated unit unconnected wdth the general 
supply of credit in the countr^v He pointed but that the land banks 
in Europe had been of use only to the large cultivators. He disapproved 
of the idea of state banks as a cure for indebtedness, because the banks 
would have to be impossibly numerous to satisfy the chief test of credit, 
namely, proximity and security to the lender, and facility and safety j 
to the borrower, and would demand an elaborate official establishment.. 
Also the state could not command the requisite funds, and by excessive 
bureaucratic interference it would further encourage the disposition of 
the people to look to the state even in the ordinary affairs of life. The- 
Government would, moreover, incur the odium of the bailiff in addition 
to that of the tax-collector. Nicholson concluded that co-operation 
offered the only satisfactory solution in a country like India', for ‘ bringing 
to the peasant that continued ever-fluctuating credit w%ich he needed'.. 
He observed that conditions in Madras were not less favourable than 


R. : B,.. Ewba,nk, A Manual of Co-operative Societies/' p. 2. 
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thobc in Europe for co-operaru'e credit banks, a? tht-r:- '.'Li't airrtd'. a 
'.lumber of successiui indigenous satieties knotvn as :k comnarabie 
to the Friendiy and Buiidir.g Satieties ui Great Britain. He s-ie-e':.-.: 
tliat the starting of agricultural co-operative banks should be encmn at:---d 
by the Governznen: by legislation and suitable indirect means, aiih jugh 
personal devotion and zeal svere necessary for success. He summed up 


his conclusions in the- two teords, ' Find Raiffeisen ’. In iSuy the Madras 
Government reviewed his report but shelved the whole question bv 
declaring that it was unnecessaiv to take anv action on it, as rural cedi: 
in their opinion was not an urgent problem.- In the rntan'chiic. 
Ruijernex of the United Provinces Civil Service had published an 
interesting book entitled The Peobles Blkks o;' Indie. The idea of 
co-operation thus suggested and brought ta public notice in work 
and Xicholson’s report noa- began to bear fruit. In pari- of tiie United 


Provinces, the Punjab and B-en-gal. some district officers established a 
few pioneer co-operative societies on their own initiative. These efforts 
were, however, scattered and ur.co-ordinated and it was also realized that 


no real advance was oossible tvitlrout the hc-Io of special legislation, 
the Joint-stock Companies Act with its elaborate provisions being 
obviously unsuitable for the oopeiative rural banks.- The Famine 
Commission of 1901 gave a furdier stimulus to the idea of co-operation 
bv stronglv recommending the estabiishnient of tlie Raiffeisen tvpe of 
village banks. In the same year Lord Curzon’s Government appointed 
a strong committee under Sir Edward Law after ascertaining the vietvs of 
local Governments on Xichol son's report. The Committee received the 
benefit of the advice of the late Henry Wolff, in his time the greatest 
English authority on co-operation. Their recommendations were follow- 
ed by the introduction of a bill in the Imperial Legislative Council by 
Sir Denzil Ibbetson in 1903, and this was passed as Act X of 1904 and 
was entitled the Co-operative Credit Societies Act, 1904. 

But the subject of co-operation is sufficiently important to deserve 
a chapter to itself. 


s 
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CHAFliiK X 

THE C0-0PE:IL\TIVE ^I0\TMENT IX INDIA 


Jl- Meaning of co-opeMtioii. — The following quotations serve to bring 
out the salient diaracteristics of co-operation : 

‘ Tlie tlieory of co-operation is very briefly that an isolated and 
potverless individual can, by association trith others and by moral 
developnieM and mutual support, obtain, in his own degree, the material 
adt'antages available to wealthy or powerful persons, and thereby develop 
himself to the fullest extent of his natural abilities. By the union of 
forces material advancement is secured, and by united action self-reliance 
is fostered, and it is from the interaction of these influences that it is 
hoped to attain the eflective realization of the higher _ and more 
prosperous standard of life wdiich has been characterized as “better 
business, better farming and better living 

* Every group of individuals, associated to secure a common end 
by joint effort, may be said to co-operate ; for instance, a * football 
team, a gang of robbers, or the shareliolders of a speculative com- 
pany. A century of history has given to Co-operation with a capital 
C a more precise meaning. It indicates the association of indivi- 
duals to secure a common economic end by honest means : it is also 
essential in many forms of Co-operation that the individuals possess 
a personal knowledge of one anoher. ’ - 

^Co-operation in its technical sense means the abandonment of 
competition in distribution and production and the elimination of 

- middlemen of ail kinds. ’ ^ ‘ Co-operation begi ns in mritii aXhelp with 

a^view to end in a common conypetenceT^ 

* It is a speciar form of economic organization in which the peo- 
ple work together for definite business purposes under certain definite 
business rules. The root of the co-operative idea is a relation between 
business and ethics w^hich is greater than the necessary commercial 
honesty of our present industrial system.' ^ 

It will thus be seen that in a co-operitive society (i) the associa- 
tion of individuals for the achievement of the common economic good 
is purely voluntary, (ii) the moral aspect is as much emphasized as 
the material, and (iii) special importance is attached to the educa- 
te e influence of co-operative effort. 

* Maclagan Committee Report, par. 2. 

® C. F, Strickland, Co-operation in India (3rd edn., 1938), p. 15. 

* Seligman, Principles of Economics, p. 131. 

* Myric, F edefal Farm Loan System, p. iS. 

Gordon and O’Brien, Co-operation ' in Denmark. 
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The scope oi co-operation in theory, at any rare, is as as 

mat of economics itselt. In practice* hov/ever, it has hither: a had 
a limited application in industry to production of vtealth, thouah 
small indusaues like hand-loom vreavin^^ not requhing much tapiiah 
initiative and expert business ability may be helped by cooperative 
organization. As applied to mo Jem large-scale industry tcnicn re- 
quires costly and complex machinery, expert business management aru; 
discipline, co-operation has not been found practically effective. In the 
field of purchase or consumption of vrealth a:rd of credit, hotsrever, 
it has attained a large measure of success and, as tve shall see later 
on, experience in India does not constitute an excention to this general 
tendencyv 

: 2* Co-operation in Gemany.— As credit societies, agricultural and non- 
agid cultural, have been based in India upon the Raiifeisen and Schuice-_ 
pelitscii t}pes respectively as evolved in Germany about the middle of 
the last centurv, we mav here desaibe the main features of each of them. 

(i) In the case of a properly constituted iRaideiseh' society the 
following requisites are generally insisted upon : (a) Limitation of area 
of operation ; fb] no shares, or very lotc shares fso as to prevent dividend- 
hunting and to enable even the poorest persons to become members ) ; 

C; unlimited liability \iii order to ensure better credit and mutual 
supendsion’) d > d) loan^ as far as possible for productive purposes only, 
and only to members : (C) credit for relatively long periods with facili- 
ties for repayment by iiisialments : a permanent and inalienable 

resen'e fund ; :gj absence of proht-seeking and dividend-hunting and 
the crediting of profits to the reserv^e fund ; f.h; absolute gratuitousness of 
administration and democratic management : and ii'\ oromotion of the 
moral as well the material advancement of members. 

(ii) The following are the features which difierentiate the Schulze- 
Delitsch type from the Raiffeisen type : 

(u) Wider area of operation ; fZ?) relatively greater importance 
of share capital : (c) limited liability ; id] short-term credit ; (e] a 
smaller reserve fund, only a par: of the profits being assigned to it : 
'T' a freer distribution of profits or dividends ; j paid administration 
to secure efficiency ; and (h) special emphasis laid on the business aspect 
of the society rather than on the moral results. 

Both the types are necessary, being suited to meet the differing 
needs of the two classes of people for whom they are meant. IVe shall 
discuss this matter further when w^e take a surv^ey of the credit societies 
established in India. 

jHie cQ-oper atiyg^^ moyeinent ^has^^ spread ^ far „ and _wide over ^ the 
w’orld, in . the East as well as West, and has, in recent times, 

assumed an international character owing its essentially humanitarian 


* See, however, §io (iii) helcw. 
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aiiiis and tend^ncic?. As a cure for the evils of capitalism, the advantage 
chiirned by c j-cucrat: ;r. -jr socialism and other suggested x'emedies ist 
that, 'vehhe presert'int: intact the stimulus of self-interest^ it organizes it 
on highc: nh;ne an/: on the basis of collective effort. It thus claims 
to he the h^ion'. no idea ntean beiv/een capitalism and socialism, 
hh Co-operation and its ases in India. — ^Eor in India, co-operation 

has a 5oed.d. nte-'aca:. The budk of our population consists of small 
larnt'jrN rx^d art:-:n> : and even in our gro'^vving towns, the principle 
c to-r.- tion has hc'n.juc*j:it applications: for example, in providing 
5 nind/,e haudnu n ensuring the supply of domestic requii'ements of 
g’>;d qurdity at fair nricts for the benefit of the middle classes and the 
naiue-earners. hloreoveia though some of the restern types of co- 
Aperation ma\ Iju new, the principle and spirit of it is by no means 
alien to the genius of the countr}, for it underlies many of its 
chararteristic instituti '>ns, such as the caste system and the joint familv 
and is aho evidenced by organizations like the nidhis in Madras. 

; 4 . Act of 1904 . — have already reviewed the circumstances wTiclt 
led to the passing of the Co-operative Credit Societies Act of 1904. 
The Act provided for the formation of credit societies only and postpon- 
ed all forms ^of .non-credit co-operation. This poliq’ was deliberately 
adopted, not because the vital importance of other kinds of co-operation 
's'.’as not fully realized, but because it was held that, among a relativelv 
backward pop ulati on, the difficulties involved in the management of 
productive and distributive business w’ere likely to prove a stumbling- 
block in the way of progress. Credit societies with their simple organi- 
zation and method of management afforded an easy field in which the 
principles of co-operation could be learnt and practised and attention was 
therefore mainly devoted to them.^ Further, special emphasis was laid 
on rural rather than on urban credit in view of the more urgent character 
and greater importance of the former. 

%Ve may now notice the important provisions of the Act. Anv 
:^ 50 riation of ten persons w’ho had attained their majority could applv 
for registrapon and form themselves into a . co-operative society. The 
applicants and future members were to be from the same village or ‘‘to be 
members of the same tribe or caste or to be from the same town. 
Credit societies were distinguished as rural and urban according as at 
least four-fifths of their members were agriculturists or not respectivelv. 
In the case of rural societies, unlimited liability was the rule ; in the 
urban societies the matter was left to the option of the society. A rural 
society was to carry all its profits to an inalienable reserv’e fund, unless 
otheneise directed bv the local Government in special cases. In the 
case of urban societies, only one-fourth of the profits was to be carried to 
the reserve fund. Certain limits were placed on the size of the share 
capital where this was raised : no member was to hold more than one-fifth 


^ See Zlaclagan Committee Report, par. S. 



THE CO-OPERATIVE MOVEMENT IN INTIA .v. 

oi the shares; the total value o£ an inclividtial nieruber'f .'lEd 

not exceed Rs. i.oco ; nor could he have more thai: one " Tht 
societies ■'vere tu rai^.e t:ie r-*quircJ voarking cauitai b-. ‘jiitraroj 
shares, deposits from the members and Mans rroiii O'CLZsidi:, and :: 

distribute the funds bO raised only among -members, loan iron: .:r‘_ 
society to another teas to be sublet to the permission or the Reaisrrar. 
Registrars vrere to be appointed in all protinceb to exercise supervision 
over the organization and control the nio\en:ent. The Government 
reserved certain pmvers for themsehe’=i such as ii :on:nrdsory inspectmn 
and audit, ,ii- compulsory dissolution oi a society, it necesmry, by the 
Registrar, subject to an appeal to the Gcterrmient, and 

dii: tcide rule-making uotver. 

The movenient wa^ assured generally ot Government ^vmmmthm 
assistance and guidance. The two cardinal obmets which the Gos'ern- 
ment kept in view in regard to the above provisions were simplRitv 
and elasticity : simplicity so as to avoid elaborate schemes beyond the 
comprehension of the ryots, and elasticity to leave full scope for the 
development of the movement on lines suitable to each province, subject 
■only to certain broad general principles incorporated in the Act.- To 
encourage the movement the Government offered certain concessions 
and privileges to the societies registered under the Act, such as exemption 
from income-tax, stamp duties and registration fees : the grant of the 
benefits of a corporate body : priority over the ordinary creditors of a 
■member next to land revenue: free Government audit, etc. Tne 
Government also oromised the grant of loans to societies tree of interest 
for the first three years, subject to the condition that the loan was not 
to exceed Rs. 2 ,ooo.„ and was to be granted only up to an equal amount 
raised independently by the society concerned. 

G5. Review of progress from 1904 to 1912. — The Provincial Govern- 
ments lost no time in giving efect to the ne%v scheme of co-operation 


Year 

Ntirr.Ier uf >ccieL:es 

X limber cf mer: 
of primary sooie 

ibers 

ties 

Atncunt cd 
wcrrting copitoi 

Rs. 

ICCV-*" 

S43 

VCN44 


23, 7 1, f' -3 

IC07-S 




j4,ii,cS6 

I c,oS-c 


iSo.33b 


62,32,225 

IGOQ-IO 

3A-^ 

^-4-3^7 


1,24,6^,512 

ic:o-i I 

5'3-- 

305. 05s 


2,03,o5.i^oo 

1911-12 

y.177 ^ 

403,31^ ^ 


3'35Y4 Uc:j 


under the guidance of the Registrars who were appointed for the purpose. 
In everv' province, the ne^v’ doctrines struck root and the progress made 
was remarkable, as will be seen from the above figures. 


^ See Sir Denzil Ibbeisor/s expIar.iitGry memcrandiim aczompanylng the Act cf 
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The nio^err.en: sd.ii Gu:eTev' the best expectations of its promoters, 
at least so far a> the ttjotber of societies stai'ted 'vvas concerned, and in 
Vao direction^ especialh/ the need for a change in the Act of 1904 was 
felt* The credit s:c:et:^:^ established under this Act had paved the wav 
for co-operative sociL-ties lor distribution and purposes other than a'edit, 
for t.'hich as e: there- was no legislative protection. At the same time, 
the need for a free supply of capital and an improved system of super- 
'isijn had ied to the formation of various central agencies, afterwards 
knov:: as urdons and central banks, to finance and control the primary 
credit societies, and these also vrere not recognized by the Act of 1904.- 
Moreover, the classif: ration of ^societies into urban and rural societies 
'^'05 found to be unscientific and inconvenient. Lastly, the prohibition 
regarding distribution of profits in rural unlimited liability societies 
v/as a hardship, especially where, as in the Punjab and Madras, share 
capital had become important. On a re-examination of the whole 
situation the Government of India decided to pass entirely fresh legis- 
lation cakuiated to remove these deficiencies of the Act of 1904. 

The Co-operatiYe Societies Act, 1912 .— The Act of 1912 recognized 
non-credit forms of co-operation affecting purchase, sale, production, 
insurance, housing, etc. It also recognized three kinds of central societies 
as distinguished from primary societies, namehy (i) unions, consisting 
of primal}^ societies for mutual control and audit, (ii) central banks, 
consisting partly of societies and partly of individuals and (iii) provincial 
banks, consisting of individuals. 

In view of the importance of share capital in certain provinces 
like Madras, the Punjab and Burma, permission was given to declare 
dividends on shares in unlimited liability societies, subject to the general 
or special permission of the provincial Government concerned. Express 
permission was also given to all societies to set apart a portion of their 
profits, not exceeding 10 per cent, for educational and charitable pur- 
poses, after one-fourth of the profits had been carried to the reserv^e 
fund. The new Act superseded the earlier distinction between rural 
and urban societies by a more scientific one between limited and un- 
limited liability societies. The Act laid dowm that ‘ the liability 
of a society of w’-hich the members are registered societies shall be 
limited, while that of a s ociety of which the object is tjr ejpgyrisiori jif 

of niembers are culti- 
vators^ snail be iinliimted, an^that in ^1 other cases it shnll he jppJtiQnal. 
§ 7 ." Progress of the^ moYement subsequent to the Act of 1912 .— The im- 
mediate effect of the new^ Act was to give a fresh impetus to the 
co-operative movement. As will be seen from the foliowring state- 
ment,- the number of societies, their members and the amount of 

^ See Maclj£^an Coi^imitfee Report, par. 5. 

Reznew of the Co~operative Moz^emeni in India (1939-40}, p. 4 (published by 
the Reserve Bank of India). 
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.he ’'A'orkin< capital went on increasing sreac:!\ : arra me exprin-irn r: 
,he niovemeni ’^v’as verv rapid duriria; the pears £oi:ov;:nj tne Gre^t Ivm 
i9i4-:j^ nntil the depreshoii, aiter tvhieh the pace s^acKcnea tr :::r 
:o the policy 01 ‘consolidation and rectidcation ’ aaopten :;y vatatns 
arovinces in consecnenee 01 the dintctntte? expjerienced by ooperat: e 
societies. 
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The progress of the movement is uneven in the diherent provinces 
and States and it has reached only a small part ot the population^ 
Co-operation has developed more rapidly in ryonrari provinces because 
here the agriculturist has mortgai^e rights in his land and can theretore 
offer real security. In the landlord gi'oup 01 province^ he can oirer 
onlv nersonal secnritv. 


Xe%v tvpes of societies for the sale ot produce 


cat 


insn 


ince. 


milk supplv, varn, silk and manure pnrenase, retaiting 01 .arm imple- 
ments and common necessaries vccre stmted, and most of tnem soon 


appeared to be prospering. The number ot central societies was 
ina-easing rajTidiy and the movement was apparentiv fast winning the 
confidence of the public. In 1914 the Government of India reviewed 
the ^.vhole situation and issued a comprehensive resolution laying down 
in general terms the practical lessons that might be drawn from 
exirerience. The sums involved in the movement tvere becoming large, 
the arrangements for financial management in stages above that of the 
primary society were getting complicated, and the principles for the 
conduct of inspection and audit were in need of more precise enunciation. 
Before taking the responsibility of fostering and supporting further 
growth, the Government wished to make sure that the movement was 
proceeding on economically and financially sound lines.- It was in 
these circumstances that the hlaclag an Committee^ was appointed in 
October 1914 to inquire into and report on this aspect of the question. 
The movement entered on its third stage {the first two being marked 
by the Acts of 1904 and 1912 respectively) of development after the 
public^ation (1915} of the classic Report of this committee, which made 


* S^e Tabis I st end of chapier. 

' See Co':znz::t€i ; 


ojr, 6 . 
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lar-i'cachin':- ccn-ruc'.iv:- •jro:^:.saIs ior future development. The move- 
meiti elicited u .tctd i:-d oi ttoit-crfxia! support and showed considerable 
proaicss or. iircs tdtn- tlui:: rural credit. Under tlie Reforms Act of 1919, 
G>opera:f/.t a rrrvincial transierred subject and was placed 

under die tm <'‘f a Minister, and this may be regarded as the fourth stage 
ot the nr .*^rc- ei :::l nrtvtmicnt. During the earlier years of the working 
o: the rmcnijd C'na^titu:ion several provinces made progress on lines 
to their local needs, and Bombay gave a lead to other 
run Vinces b\ parsing a separate Co-operative Societies Act for itself in 
The Boiiiha^' Ac:, though mainly based upon the framework 
the Ac: 01 19m, marked an imjarovement over it in the following 
directions : 

i A distinct classification of the various societies according to 
objecTs. fmance and methods of working ; fii) the creation of a first 
charge oi the society against crops raised by a member with the loan 
taken from the society : * iii • improvement of the procedure for the 
iiquiJati'jn or cancelled societies : iivi extension of summary powers 
of recovery thn>aah the awards of arbisrators ; and (v; provision of 
penalties against specihed orlences.^ The lead thus given by Bombay 
was fcliowed up> by other provinces, such as Madras (1932), Bihar and 
Orissa (1955,, 11937) and Bengal (1941)- 

Though since 1921 there has been a large addition to the number 
of societies all over India, later efforts, especially since the depression^ 
which brought about a crisis in co-operation, are being directed more 
to the rehabilitation, reconstruction and reorganization of existing 
societies than to further rapid expansion. The establishment of the 
Agi'i cultural Credit Department of the Reserve Bank of India (see 
j‘22 belowp the village uplift campaign in several provinces and 
lire assumption of office by Congress ^Ministries in eight provinces in 
1937, are some of the more important developments affecting the recent 
history of the co-operative movement in India. An important step 
taken in recent years has been the appointment of special officers or 
Committees of Enquiry in different provinces to examine the position 
of the co-operative movement and the fundamentals of the co-operative 
sumctiire with a view to reconstruction and some pemianent reorganiza- 
tt-ion, or reorientation of the general policy and lines of future develop- 
ment. Special mention may be made of die Report on the Reorgani^ 
ziuion of the Co-operative Movement in Bombay (1937) by Messrs ih L. 
Mehta and M, D, Bhansali and the more recent Report of the Committee 
on Cc-operation in Madras (1939-40) presided over by Sir T. Vijaya- 
raghavacharya.- 


■ 

‘ For 
^ 1^30-40). 


D. G. Kha.-idekar, The Bomlay Co-operative Societies Act, 1925, p. 3. 
further particulars see Revie-^^ of the Co-operaiive MoveiJient in India. 
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Co-operatiye movement during the war of 1939 - 45 , — The ouibic::^! 
of war in 1939 found die co-operadve 11101*0100111 iod a 

new’ equilibrium and a basis for lurther advance. The earlier e::r -na- 
tions of prompt liquidation of oi'erdues and the strengtliening 01 die 
co-operative movement w'ere not fulfilled ovdni; to the erratic ccu:->c 
of prices in general and agricultural prices in pai'ticuiar. The war 
also made it ^>oniew’hat difficult to ensure a continuous and adequate 
supply o£ cheap long-term loanable resources. Besides, co-operative 
banking in common with joint-stock banks had to face wddidrat'/ais 01 
deposits at the beginning of die 'mr, and again in May-June igqc- 
But confidence was soon restored. Another noteivorthy edect cf the 
war tvas the stimulus it imparted tg^the setting up of supply societies 
or cunsumers’ stores in some provinces as a safeguard against prodteering 
as tveii as some stimulus 10 the organization of co-operative marketing 
to assure the benefit of higher prices to the producer. Finally the W’ar 
gave a hLip to numerous iUiaii industries such as w'ooilen and cotton 
hand-loom weaving,- and naturally enough the Co-operative Depart- 
ments, assisted by grants from the Government of India, have sliow’n 
greater interest in the development of small industries and encouraged 
them w'ith advice and guidance.- 

19 . Classification of co-opei?ati¥e societies. — We now* proceed to stud} 
iuore in detail the main features of the co-operative movement. The 
following classification of co-operative societies 'svili give some idea 01 
the complex co-operative structure that has been built uo in India. 

C 0-1 per a rive Si^cieties 


Frlmarr' Ceniral 

i^Unicns, Central Banks and 
Provincial Banks * 


C r^di: 


1 


Xon-Credit 




X cn-Agr:cultura! 


A^riculitira! 


X on- 


Agric 


oome idea or the relative importance of the main classes of societies 
may be formed from the table overleaf 

The ofheiai classification, of co-operative societies adopted by the 
pmovinces on the suggestion of the Imernationa! Institute of Agriculture 


‘ See rh. xiii, also vul. IL cn. 

' Rez'ze-d. of f?i4? Cc-operaihe lucz'iznienz m Jnd}.i, :q39-4o. cp. a-3. Aijcrk Re^:ri 
of the Bombay Pro-olncial Co^eperatPje Land Mortgage Bank (1941 and. article cn 
^ E^ect 0: War on Co-operation ;n Bombay ’ bj V. L. lilehra in the Indiazz Co~ 
operathe Rez:iezz\ January-March 1040. 

® Szaliezical Statements Relating to the Co-operariz’c "Joremenz in India the 

years and 10^2-45, pp, 21-2. 
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i Total number of 
i members of primaiy 
! societies 


The following statistics give some idea of the progress made by 
vario'tis types of (i) agricultural and (ii) non-agricultural societies up 
lo the year 1942-3. 
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Agriculiu 

ral societies 



! 10,635 626 

1.S64 

7.968 ; 

4,941 1 126,034 

i ' 

4 - 493.479 

^ 29,08,46,991 



X on-agricultural societies 



7,053 2,225 

^3 

1,649 

7,715 j 18,802 
j 

=.=43.783 

j 33.94.79.623 


This brings out the overwhelming predominance of the credit 
societies, especially the agricultural credit societies, and the comparative- 
ly poor development of other types, though the situation in this respect 
is gradually improving. This classification is somewhat defective in 
so far as the returns based on it do not give an adequate idea of the 
true development of co-operation in India in certain important 
directions. For instance, many a credit society in India has tacked 
on purchase or sale or production or a combination of two or three 
of these functions to its original business of giving credit. 
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credit societies.— Let us now consider uie 
different types of co-operative societies in India, laying special tiiiphasis 
on rural credit societies, wliicE represent die gi'eat bulk of the tota! 
number of societies. Beginning with a typical primary agriculmrai a'edit 
society we may consider it under various headings as foiiow^s : 

(i) Size. —Any lo persons can apply for the registration of "a 
proposed rural credit sO'ciety. The maximum strength of the societt’ 
should preferably not exceed loo, because as the number increases the , 
efficiency of management and supervision, as also die quality of training 
received by the members, suffers. 

(^^1 Raiffeisen ru le is that there should 

be as far .as possible ^£iie^,Q|j £|v,„..fQr one village, wiiich is usually the 

case. This is necessary to ensure mutual knowledge and the exercise 
of mutual control on the part of members. It is noteworthy, however, 
that the ^Madras Committee on Co-operation favours the grouping to- 
gether of small societies and their reorganization so as to extend their 
area_ of operations to more than one village, say, over a radius of three to 
live miles. This plan 'would make the societies economic units and 

also enable the co-operative movement to ’"'cover „ the vast rural areas 

within a reasonable time.^ The multi-purpose societies in Bombay are 
being organized for a group of villages (see §ig below). The extension 
of the area of operations is cTbsely connected -with the suggestion in favour 
liability 'which is examined in (iii) belowv 

This is unlimited unless exemption from tbjs; rule is 
permitted by the Government. As the Maclagan Committee explain, 
(hnlimited liability means contributory unlimited liability, that is, in ■ 
the case of default 'where there is a deficit in the engagements of 
a society to its creditors, this deficit should, after the full payment of 
shares (if any), be recoverable by a series of per capita levies upon the 
members up to the full extent of their property^ direct proceedings 
by a creditor against individual members being forbidden 'A Unlimi- 
ted liability, it is maintained by its advocates, carries with it a two- 
fold advantage. It exercises an educative inffuence on the members by 

s_tiinulating actual...., control and^suj^rvision. 'amd^ improves the credit 

of the society by inspiring, confidence among its outside creditors. 

however, is now changing in Jayour, of limited liability. For 
instance, the Madras Committee on co-operation (19^9-40) express the 
view that unlimited liability has outlived its utility and recommend 
by majority the adoption of limited liability as the basis of reoiganiz- 
ed societies. The Committee point out that unlimited liability during 
recent liquidations has worked harshly for members 'vv^ho are non- 
borrowers and non-defaulters, and has brought the movement into 
disrepute ; that it keeps a'way the solvent or better class of .agriculturists ; 


^ Report of the Committee on Co-operation m Madras, p. ' 154. 
^ Maclagan Committee Report,, par. 47. , 
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and that its :.:t::ua: vratchtulness and control are 

not realtties -ot vihi^r: i::e toJa-j There is, however, still a consider- 
able bodv of sa'rdi'n t Tdch labours the retention oi unlimited liability 
on the or jund mat :: is essential and basic co-operative principle, 

and that an ahrara: chmae would shake the confidence of the creditor 
± — 

and antet :h^ net--’ o: fimds into the movement. On the other hand, as 
Dr B. T Nh Xaido observes. ‘ the urban co-operative societies, which 
hw’e been worked on the b.asis of limited liability societies, have not 
Ceased to be co-operative and there is no reason ^chy the principle should 
not oo adopted tor the larger : multi-purpose) rural societies proposed 
to be brought into existence b- 

{ix The Mi-:}v:^eme?2:.—This is demoa'atic and honorary. It is 
en misled to two bodies, namely, a general committee consisting of all 
the members and a managing committee which is a smaller body oi 
from fi\e to nine members chosen from among the members of the 
foimer body at its annual general meeting. The general committee 
elects members of the managing committee, appoints a paid sea'etary- 
hvho must not be a member , adopts the annual balance-sheet submitted 
by the managing committee, considers the orders and reports of the 
registrar and auditors, expels members if necessary, fixes the maximum 
credit of the society as a whole and of the individual member separately, 
and amends the by-laws of the society. The managing committee is 
responsible for the routine and the executive business of the society. 
It admits new members, disposes of loan applications made by members, 
recovers arrears due from members and exercises supervision over them, 
raises funds for the society and inspects the accounts maintained by 
the secretary. 

i'v, Working capital.— The sources of this may be divided into two, 
sniernal and external. The internal sources consist of entrance fees 
paid by members, deposits by members, share capital if any, and surplus 
assets in the reserve fund of the society. Entrance fees axe necessary 
to cover preliminary expenses and serve the useful purpose of bringing 
home to members that the privilege of membership implies sacrifice. 
Share capital plays only a small part, except in some provinces like the 
Punjab, ^Madras, and the United Provinces. Recently, the instalment 
share system has been introduced in the Bombay province, especially 
in the canal areas, and it is welcome as a * second line of defence ’ and 
as ' buttressing die unlimited liability of members It is generally 
defended on the ground that it helps a co-operative body in the speedy 
acquisition of a substantial permanent capital of its own. But on the 
whole, this object is best fulfilled by forming a substantial reserve fund 
fed by as wide a margin between the borrowing and lending rates as is 


^ Report of :he Committee on Co-operation in Madras, par. 165. 

See Presidential Address by B. V. K. Naidu at the twentv-fourth Madras Pro- 
vincial Co-eperative Conference also §13 below. 
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consisient ^vvith the of ::iey .'jo :hw C'ne 

nand, and the provision of cheap credit on the other. A Airly ''rid- 
margin is possible because lending rates ai*e general!} ven*' high in Ini:':* 
Too lotv a rate of interest is also to be dern'ecated because ii temp: 
the borrotving members to re-iend. In the pr jvi:tces mentioned ah/m:. 
members of rural ci'edit societies have shovn a ^reference for shet-r 
capital, 50 as to enable them to have their otvn caoitai. There should 
be no objection to this, provided the sliares do not keep out poor persons 
and do not lead to dividend-hunting as in an ordinar}' joint-stock 
companv : and as a matter of fact, the resort to share capital is often 
being found necessary to lessen the dependence on outside agencies. 
Depoiiits raised locally constitute a rdghly desirable method cd raising 
the capital reauired by a rural credit societ'^ because they ' imply thrift 
in the village, form a good iving or reserve money, and thev tend to 
interest in the management or the society a useful bod}* of men who 
stand as sentries over their own deposits ’d Local deposits, however, 
form only a small part of the total working capital of rural societies 
in India, in striking contrast wdth the Raiffeisen Societies in Germany, 
which raise the bulk of the funds required by them locally. Attempts 
are being made e'S'erytvhere to encourage such deposits, but the response 
has been small, except in the province of Bomba} wTere deposits by 
members form about one-eighth of the total t^’orking capital. The habit 
of deposit banking is still in its infancy, especially in rural areas, and 
monev-lendin!< and commerce fetch higher rates of interest than can be 
secured on deposits. In the richer parts of the countrv the tendency to- 
^vards the purchase of land or gold and silver still persists largel}'. The 
existing village credit societies, instead of consisting of more or less all 
sections of the population of the village, are ver}' largely made up of the 
needy section, the well-to-do keeping aloof and playing or trying to play 
the sahiikar. Further, the average income of the masses is small and leaves 
hardly anv margin of saHng. But unless there is a substantial increase 
in the deposits, co-operation will have failed in one of its objects. The 
svstem of compulsory deposits is, however, unsound, and thrift can be 
better stimulated by the introduction of shares pa}’abie by small 
instalments. 

^Ve must note turn to the external sources of capital. These are 
mainly loans and deposits from other societies, from the Government, 
and most important of all. from secondary or central financing agencies 
like the central and provincial co-operative banks which have been 
found indispensable in everv province. The Government have verv' 
tvisely avoided the policy^ of doles and have restricted their loans to 
quite an insignificant amount. Regarding loans from central finan- 
cing agencies w'e shall have more to sav later on when we deal tvith 
the problem of co-operative finance. We need only remark here that 

^ I^epoiT, r^'qr. 



294 INDIAN ECONOMICS 

I 

the rural credit societies are today largely dependent upon siicli out- 
side loans, shares and deposits contributing only a portion of their 
total working captial. 

The foilouing statement shows the composition of the working 
capital for all India in 1942-3 

Rs, 1,000 


Share capital (paid up) 

Loans and. Deposits held at the end of the year from 

5 5 > 7 o ,79 

Members 

. 12,22,11 

Societies 

7,68,36 

Provincial and Central Banks 

22,86,50 

Government 

1 ^ 74.33 

Non-members and other sources 

j 3,94,09 

Borroiring of Land Mor£ga.ge Banks and Societies , 

7.05.91 

Re.S€rve Fund 

13.33.02 

Other Funds . . . - . - 

6,59,21 

Total . . 

1,21,14,32 


The object^^ ol loans .—'LoRns are given to members only for 
three objects : productive purposes, non-productive purposes, and re- 
demption of past debts. Productive loans fall info three classes : 
short-term loans for current agricultural operations, payment of 
Government taxes, and long-term loans for permanent improvements on 
land.? Loans for unproductive purposes, such as cetemonial expenses, 
are theoretically not permissible, but they are necessary to prevent the 
ryots from falling into the clutches of the money-lenders.^ It is desirable, 
however, to inculcate economy as regards such expenditure by restricting 
these loans to small sums and to absolutely essential purposes. Turning 
to the redemption of past debts, the ideal policy .should be to enable 
members to be free from all obligations other than those to their society. 
There axe, however, two limiting considerations which make a wholesale 
redemption of the debts impracticable and undesirable ; impracticable 
because of the impossibility of raising funds large enough for this 
purpose in addition to those required for loans to members for other 


^ See Abstract Table III, Statistical Statements Relating to the Co-operatrve^ 
Movement in India fot' the yeafs 1^41-42 and 1942-43, p. 23. 

* Id Bombay and Madras, a system of normal credit statement has been devised 
whicii provides for almost every need of. the cultivator, including, unproductive ex- 
penditure OB marriage, etc., and fixes the credit limit of each member in advance 
of the, season , and makes arrangements for the necessary finance in time. This 
system is endorsed by the Central Banking Enquiry Committee (Report, ^ par. 174k 
Loans for unproductive purposes , like ceremonies , are discouraged and show a down- 
ward tendency. Annual Report on the Working of Co-operative ^ Societies", in the 
Frorince of Bomhay (1939-40), par. 16. ■ 



THE CO-OP£R.\TI\T MOVEMENT IX IXEL'. 

purposes; undesirable because the psvcholog^’ of a clu:ou::>iEv 

and heavily in debu like die avera^:^c cultivator in India, must be 
considered. A complete release from die burden of indebtedness effeuea 
at one stroke, even assuming svxh a feat to be possible, umuld dao e a 
distinctly demoralising influence on tiie rtot unless positive stens coull 
be taken to prevent recklessness and extruvauari'^e. Moreover, td-j 
mixing-up of long-term and short-term loans is undesirable from the 
banking point of vieun According to expert co-operative opinion the 
ordinary village oredit socler. should not venture on Iona-term loans, 
tvhich fall tvithin the province of land mortgage banks fsee §aS belotc . 
The ambitious attempt made by some village societies in the past to 
redeem members' old debts has resulted in disaster. 

Ai: Repz\r':er}t of rebts.—Xs regards the time o: reuavmenu the 
general rule is that agricultural dnance should foilov/ the a^gricul rural 
cycle of crops is'hich should be an average of good, bad and indifferent 
seasons. In other words, repayment should be made out of the proceeds 
of the productive objects for ^rhich the loan has been issued ; as 
for unproductive loans, they should be so adjusted to the position of 
the borrowing member, that by the exercise of thrift it should be possible 
for him to save enough out of his income to meet the instalments of his 
loans as they fall due. More should not be lent tlian can be repaid by 
fairly easy instalments within a reasonable period. Punctual repayment 
should be the ideal constantly strh’en for, and laxity in this respect 
should not be tolerated. Postponement should be ;granted only in 
urgent cases of real distress. Fictitious repayment and hequent and 
automatic renewals of loans should not be allowed as the} do great 
injury to the interests of the society. The promptness in repayment of 
loans by members is rightly regarded as one of the most important tests 
of the success of a co-operative credit society. Judged by this standard 
it must be said that in India societies have not obtained any very great 
measure of success. The provincial Banking Enquiiy- Committees, the 
Reports of me Reseiv'e Bank on Agricultural Credit and the Reviews" 
of the co-operative movement in India made by the Reseiv'e Bank in 
1941 have especially emphasized the feature of overdue loans and their 
evil effects. There has been an alarming growth of overdues in recent 
years. The position grew very serious owung to the calamitous drop in 
agricultural prices and the world depression, which reduced the repav- 
ing capacity of the agricuimral borrower. The accumulation of heav}' 
overdues and the freezing of the assets of the societies naturally resulted 
in clogging their business and paralyzed the working of the co-opera- 
live movement o\'er large parts of the country^ especially in Berar, 
Bihar, Orissa and Bengal, where the movement nearly collapsed (see 
§26 below). All precautions to ensure punctual repayment should be 
taken, such as the fixing of the normal credit of each member, care- 
ful selection of borrowers from among the applicants for loans, a 
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proper ^crutirr* of the rrrpo^e of the loan and the repaying capacity 
o: die horror-er fr. di'pensing co-operative loans, and effective super- 
vision—hv other roemhers and sureties— of the activities of the borrowine 

o 

members, ani s: for:::. It is also necessary that repayments of loans 
shordid n:: ':e restricted to the same period for all debtors but should 
be fixed acccrding the special needs of individual borrowers.^ 

"d:: error::; .—The ideal co-operative security is that offered bv 
hrnc-:y end character. ‘Konesty should be capitalized.' In practice, 
horr-^ er. the risk cf bad debts may be lessened and the credit of the 
socier'^ is .1 mhole rna: be improved by asking the borrorvdng mem- 
bers t'j furnish sureties, nomiaZly from among the members, and accept- 
i:tc: as coliatera: security movable and immovable property, though 
material security is, suictly speaking, inconsistent with the dictates 
of co-operation. If material security is altogether excluded, there 
is the danger of its owner pledging it with the money-lender. It 
has therefore to be tolerated to some extent. Under the law, mort- 
gage security is permitted and power is given to provincial Cover n- 
nicncs to regulate it tor any society or class of societies as may be deem- 
ed advisable. In ail cases, however, the main security ought to be 
personal and a general bias against material security should be main- 
tained. 

(ix; Dkision of profits.— There are no profits in the ordinary 
commerciai sense to be distributed in a rural credit society, espe- 
cially if there is no share capital, all profits being a'edited to the 
reser\’'e fund. Exception may be made, however, in two cases pro- 
vided for by the Act of 1912, which allows a certain amount of ex- 
penditure from the profits for such objects as education and charity, 
and the distribution of limited dividends on share capital where there 
IS any. Such expenditure has the additional advantage of arousing 
in teres I in the movement. In no case, however, should a co-operative 
society be ailotved to degenerate into a dividend-hunting concern. 

(x) A 7 'bitrai 7 on.—Aj[hitr 2 itiori for settlement of disputes betrveen a 
society and its members is necessary to avoid the drain on the time, 
energy and the funds of the society and to discourage litigation by 
exempting^ the society from the jurisdiction of the ordinary civil courts 
and procedure. Such arrangements exist in Bombay and some other 
protunces. 

(xi’^ Summary powers.— The grant of summary powers to socie- 
ties lor the recovery of arrears is most objectionable, militating, as 
it does, against the basic principle of co-operation. The only 
weapons of recoverj^ should be the joint liability of members and 
exercise of moral force apait from the ordinary method of recovery 

^ See Madagan Committee Report, par. 63 ; V. L. Mehta, Studies in Co-opera~ 
the finance, pp. 84-6 and the Report of the Central Banking Enquiry Committee.. 
per. 170, 
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through the civil courts. The gi'unt o£ summar}' ^ lead 

to an injurious relaxation oi close mutual vigEance and 

• xif) Dissolution —li is desirable to use the power a: dh>::v:na 
societies sparingly. But the pover itself is necessary' tor me pur- 
pose of abolishing such societies as a:v a bl >t on the ’mo.e c:-op mo- 
tive movement and offer no prospect of a userul careerb The Act 
has provided for the exercise of such povcer the Registrar alter 
inquirt' into the affairs of the society. 

The beneSts confeiTed by co-operative ^^ocietie-. their limitations 
and defects, and the remedies that might be adopted tc remote tiae 
latter are dealt with haer in the chapter : >§20-7 

ill. Non-agri cultural credit societies. — Speahing about die ne^-d for non- 
agricultural credit societies, the Maclagan Committee ohservew ‘'With 
rising prices, insufheient and insanitary housing accommodaticn, wages 
often held in arrears, and a desire for higher standard of living con- 
sequent on the spread of education, industrial dificuliies are bound 
to increase, and w'e are o£ opinion that any form of organization, 
such as co-operative societies, that has a tendenq.' to alleviate these 
difficulties is worthy of support/- Moreover, the excessively seasonal 
demand for money by agricultural societies makes it difScult for central 
banks to employ their capital profitably. Though, at the outset, more 
attention was paid to the starting of rural credit societies, non-agri- 
culturai credit societies of the Schulze-Delitsch type have also made 
some progress in all tlie provinces, a development which is in conso- 
nance with the policy, recommended by the Maclagan Committee, of 
abandoning the earlier emphasis on agricuiiurai credit. The following 
main types of non-credit societies may nov; be discussed : 

(i) People's banks —Urhdin credit societies of the Luzatti type, 
meant specially for the benefit of the middle class, seirve a useful 
purpose in making good, at least partially, the deficieno' of joint- 
stock banking facilities in India and supplying a training gi'ound for 
the study of the theory and practice of banking, though they are 
often not trulv co-operative. Urban banking is specially tvell developed 
in Bombav and Madras where almost all the important towms are 
seiwed bv such banks. In Bombay their activities are co-ordinated 
by the Co-operative Banks* Association tchich has rendered valuable 

" Tlie causes pui fcrv/sr-l fc-r the failure :-f societies are' varicus and include a 
want cf due supervisirn, indiscreet icans. ccnrumocy cf berrewers, unpunctur-i/.tj 
in repayments, the resrriztion c.f t-nns rc- a individuals, dishonesty or inctmov- 

tence cf scciety ofncicls, bad «:e!^cr:cri. cf members, the extension of a scciety ever 
tccr large an area, concealment ct cld debts, faulw constitution, internal msseixSiCns, 
inscSicient funds or membership, the preponderating influence cf one meinber, and 
general laclv of interest bv m^^mbers in the atiairs ot the sccieiy 

fee Report, par. S6). See also the Report A the BenhLzif Enquiry Co^::r:ziz- 

tee, par. 17S, and Review of *rze Cc-rpef’oiiz'e Mcvemeni :n incic. . pp. i, 

- an 1 S. * dfarlcgciH CcnuKiiree par. 15. 
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service to the cause ol: urban banking. The Association, ‘which con- 
sists of central and urban banks, was formed in the year 1939-40 on 
the recoiriinendatioR of tlie Joint Re-organization Report. Speaking 
of the urban credit societies, the Registrar of Co-operative Societies, 
Bombay, in his Annua! Report for 1926-7, observes: *It would be 
difficult to exaggerate the effect w^icii the urban and people’s banks 
are having on the life of the towns. Local trade is being developed 
or fostered in areas where otherwise population and industries are dwind- 
ling : sriiali artisans and citizens in eveiy iralk of life are acquiring the 
banking habit and in almost every important towm the influential 
persons of all castes and professions ai'e taking up this side of co-operative 
activity as one of the main forms of public tvorkd The tirban^^ co- 
operative societies of Gujarat have organized a supervising union,, of 
their own for internal audit*- The Madras Committee on Co-opera- 
tion have made several useful recommendations, trith a view to securing 
improvement i.ii the sendee rendered by these institutions. They laid 
great emp,hasis on a continuous drive by urban banks for the greater 
encouragement o,f the habit, of thrift and on organizing and financing 
small artis.ans.3 

|li) Thrift and life insurance societies.— An important variant of 
the urban, co-operative society is the thrift society irhose object is to 
promote thrift by collecting regular savings every month for a period 
o,f two to four years and investing them to the best advantage. In 
many societies loans are also advanced. The Punjab has over 1,000 
such societies, the bulk of the members being schoolmasters. Madras 
and, to a lim,ited extent, Bombay have also made some progress in this 
direction. 

Recently life insurance societies have been started in Bombay, 
Bengal and Madras. The Bombay Co-operative Insurance Society, 
started in 1930, has made good progress and has recently issued a 
special scheme, under its rural branch, for the benefit of the members 
of primary societies.^ The South Indian Co-operative Insurance Society, 
Madras, has also made commendable progress. 

(iii) Societies for the employees of IcLTge firms and of Government 

departments.— The objects of such societies (called Salary Earners’ 
Societies}' ought to be mainly the encouragement of thrift and saving 
and not the wholesale redemption of past debts. The success of these 
societies, which have made remarkable progress in Bombay, Bengal and, 
to some extent in Madras,, is due to the interest taken by the adminis- 

^ The Ammal Report (1928-9) for Bombay refers (par. 80) appredatively to ffie: 
semce being rendered by these societies in popularizing" the use of cheques. See 
also Report of the B^engal BMuhing Enquiry Committee, pa,r. ' 283. 

* For an Instructive study of the urban banks in India see the Indian Co-operatme 
Review (Jan. 1936). 

* Report of the Committee on Co-operation in Madras (1939-40), pars. 21^8-19. 

^ See Amtml Report (ipS'd-y),, Bombay Presidency, par. , ^96. , 
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trative head of the department or office and the facilities that exist 
for the recovery of the dues through pay sheets. Official tutelage and 
favouritism are the evils to be guarded against in this class ot credit 
society. 

|iv) Communal societies.— Cxedit societies based on coinmunai hues 
particularly lend tiiemselves to co-operative effort on accourxt oi tae 
strength of the comniunal feeling, which, however, is to be discouraged 
on wider national grounds. "Within certain limits, how'ever, these socie- 
ties are useful for the educational and economic uplift of bachivard 
comm unities. 

iVj Arlisa?ts' societies^ — (See also §15 (i) below.) These correspond 
in tlieir constitution and business to agricultural credit societies. Their"' 
area of operation is small, membership is open only to persons of the 
same occupation, the share capital is small and funds have to be 
borrotved from central institutions and other sources. E iilimited ^ 
liabilitv is therefore essential, though under the law it is optional. TheJ 
most important of these societies are those established for 'iveavers. The 
hand-loom ■weaving industry ‘"Being even today the most important 
cottage industry, it needs organization on a co-operative basis and state 
assistance. In Bombay considerable progress has been achieved in this 

direction, and direct financial help^ by_ the Government to such societies 

ivould be thoroughly justified. ' A fevr credit societies for other siii.all 
artisans, such as basket-malcers, shoe-mahers, hlacksmiths, carpenters, etc., 
have been organized, but the progress made so far has been inconsider- 
able. The hope may be expressed, however, that co-operation, may be 
used as a lever for the revival of the small industries of India. The 
small artisan is' indeed confronted with the same difficulties as the small 
"fanner in respect of credit and other needs, and a simultaneous organi- 
zation of both the types of small-scale industry is urgently called for. 

(vi) Societies for factory workers/-— There is an urgent need for 
■credit societies among the mill-hands in such factory towns as Bombay 
and Calcutta. Their economic and social conditions are far from 
satisfactory. Lo'iv wages, bad housing, high cost of living, exploitation, 
by jobbers, ignora,nce, illiteracy, heaw indebtedness and intemperance 
are some of the evils from which they are suffering. These conditions 
can, be largely improved by organizing the w'age-eamers into co-operative, 
societies. Public-spirited employers of labour have rendered some help 
to such societies. Apart from providing cheap credit and promoting' 
thrift, these societies also' serve as centres for various social and educa- 
tional activities which react ' favourably on the efficiency of the workmen.; 
The illiteracy of the worker and his migratory habits are among the 
major obstacles to the rapid progress of co-operation among mill-hands. 

‘ F or further particu!a,rs regarding co-<.>peration among factO'cy ' worke.rs see 
Iniian Co-eperatire Studies edited by R., B. Ewbaok, .ch. Iv ,by A,I. Josli!, and 
Co-operafion in fwdia, .edited' by H. L. K.a|i, ,.pp. 97-101.. 
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(vii) Societies tor the depressed dosses . — The social and economic 
conditions of the deoressed classes are much, worse than even those of 
the factory hands, and co-operative societies are calculated not only to 
improve their economic condition but also to enable the depressed classes 
to raise their social status. .A very praiseworthy attempt was made in 
Bombay by the Debt Redemption Committee under the guidance of the 
late ^fr G. K. Deodhar of the Sen^ants of India Society. The Committee 
or?gaiiized a number of societies for the benefit of unskilled workers such 
as the municipal scavengers, who are heavily indebted to Pathans and 
:Marwaris. The experiment, however, was not a success and showed that 
wholesale redemption of old debts without the previous inculcation of 
the habit of thrift was doomed to failure. The inadequate earnings of 
these classes and the tyranny' of corruption to which they are subject were 
other causes of want of success^ 


The Non-Credit Co-operative Mo\tement 

31*2. Some general questions. — Before taking up a study of the various 
types of non-credit societies w*e may briefly discuss some general questions 
relating to the subject. 

(i) The recent development of the non-credit movement.— The 
forms of co-operative activity that have proved most popular and 
successM in England are those connected with puixhase, production 
and distribution. But in most Continental countries, these branches 
of “ woriT were not undertaken until credit societies had ' been firmly 
established, and development in India has follow^ed the Continental 
precedent.’^ The growing demand for non-credit co-operation, which 
manifested iteelf soon after the co-operative movement w-as launched,, 
w^as a healthy sign of the appreciation of co-operative principles by the 
people and essential to the balanced development of the economic 
condition of the country as a w’hole. The Act of 1912, which recognized 
non-credit societies, was an effort to meet the ' demand. The progress- 
made by the non-credit movement, however, has not been uniform in 
all the provinces. The earlier policy of concentration -on rural credit 
has not yet weakened appreciably, and there have been greater difficulties 
in the way of non-credit than of credit co-operation. At the same 
time, the importance of' non-credit institutions is now being realized 
to some extent, as is attested by the establishment of societies for various 
purposes, such as purchase,^ sale, production, insurance and^ housing, 
in^boA the ..agricultural and the non-agricultural. spheres. The general 
organization of agriculture on a co-operative basis, ^ bringing within its 
scope all the stages of agriculture, is a movement' fraught wdth great 
possibilities. The benefits from co-operative credit can be fully realized 

* Co-^oferatioH in Bombay, edited by H. ^L. Kaji, ch. ix by P.,, G. Kanekar. 

Mmtagan Committee Report, par S 
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only if the niiddiemaii in other spheres is eliminated o;; me starting' o: 
co-operative societies for non-credit purposes as in Denmar.v. 

(ii; Types rj noii-cfedit soc:et'es—\Si't may divide tne ::on-i;eI:: 
societies into agricuitnrai and non-asricaltural. eacn or vnicn may ae 
further subdivided into several tyoes, such as societies tor tne pL:r:n:.se 
of rav; materials and implements, sale of produce, production, districu- 
tion or consuinpiion, insurarxce, construction and acquisitiuin ol dmeiiing 
houses, and miscellaneous. 

:iii; Tlal' dry -Under the Act of 1^:2 it is optional tor non-credit 
societies to accept either limited or uniiinited liabilir-a The nature of 
the liabilitv varies accordinsr to the needs and circumstances 01 trie 
diuerent tvpes ot societies. For exampie. agricukurai non-creiit societies 
tvill generally prefer limited liability, as their members are u-ceiy to 
have already pledged themselves to unlimited liability if they happen 
to be members of a credit society as tvelL Dairy societies and those of 
tveavers, on the other hand, might find unlimited liability more suitable 
as their need for external capital is usually great.^ 

(iv) Dealings with non-niemhers—Snca dealings, according to strict 
co-operative theory, are undesirable. In the case of artisans’ insurance 
and building societies, dealings are necessarily confined to members. 
It is in purchase and sale societies that the question of dealings "^vith 
non-members arises. If they are allowed, membership is apt to become 
stagnant, and ordinary commercial profiteering is likely to creep in, 
and there will also be complaints of unfair competition \dih private 
traders as, under the Act, co-operative societies enjoy certain privileges 
and concessions denied to the ordinary private trader. In certain cases, 
however, such dealings may be permitted, especially for propagandist 
purposes, to enable a society’ not only to manage its affairs with profit 
and economy but also to demonstrate its utility to non-members so that 
they also may join. 

^3. Single y. Multiple purpose society.- — Much controversy has centred 
round the question of single v. multiple purpose societies. A separate 
sodetv for each purpose as in Denmark was until recently advocated in 
this counory, and in a Vvay such a plan appears to be both ideal and 
businesslike. The chief practical objection to it arises on account of 
the paucitv’ of the right type of men for the management of several 
societies in a village. Moreover, the Indian agriculturist does not much 
relish multiplicitv of agencies, being accustomed to deal with tlte sahukar 
for his various needs such as the supply of credit, purchase, sale, etc. 
Moreover in order to ensure the fullest benefit from the supply of co- 


^ See V. L. Mehta and V. Subbaiya, Co-operciioK in India, p. 116. 

- See Co-operative Village Banks (Bnllerin Xn. 2, pars. 23-4'?, Stav.izory Report 
OK Credit (Reserve Bank of India), par. 18, and S. G. Beri's paper 

on the Multi-purpose Co-operative Society, Indian Journal of Eccno^nf:s, Ccnference 
Xumbe-" (January 1941*, pp- 5 ^ 5 " 3 ^’ 
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Operative credit, ii ii^csssarv to ^ink it up Tviin purenase and sale 
and to secure urcu.er cc-ordiuarion cer.v'sen them* ^xpert opinion in 
recent vears has favoured the esiahlishment of luulti-purpose societies. 
The main objects j; an agricultural co-operative a*edit society are to 
educate its rueinhers in the value and use of money and dispense controll- 
ed me ait : : thtm. In nractice, hotcever, it has been found that it is 
dirTicin: to achfet’e these: objects tvhen credit is divorced from supply 

.Viumunh the co-ouerative movement in India started for very good 
lensons t;ith smah, sin:r-Ie credit societies, tiiere is at present a general 
and aTctving feeling that the a^gricultural G'edit movement has not yield- 
ed results coiTespondir.g to the e^ort made and that the time has arrived 
tvhen it is desirable and possible to broaden the basis of the primary’ 
unit. In other vords, the village society should cater for as many needs 
of iis members as possible. This opinion has recently been vigorously 
championed by the Agricuhural Credit Department of the Reserv'e Bank 
of India. The Bulletin on Ullage Banks issued by the Reserve Bank 
in 1927 advocates die reconstruction of the primary a'edit society, which 
is the pivot of the whole co-operative movement, on sound co-operative 
lines so as tc bring the Tvhole life of the village cultivator wuthin its 
ambit. The policy of establishing multi-purpose societies has been 
endorsed iii the Joint Report submitted to the Government of Bombay 
by the Registrar and Mr V. L. Mehta asjhe result of an inquiry directed 
in the Government resolution issued in September 1937. Such societies 
are being organized in Bombay on a limited liability, at one or two 
suitable centres provided with marketing facilities in each taluka, and 
in pursuance of this policy the total number of such societies stood at 
65 at die close of the year 1939-40A The area of these societies is 
restricted to a radius of about live miles from their registered oiB&ce. 
The United Provinces have launched a bold experiment of the formation 
of multi-purpose societies on limited liability basis and there are about 
1,000 such village banks, as they are called, in the province,- 
More recently the Madras Committee on Co-operation has strongly 
favoured the reorganization of the village credit societies on a multi- 
purpose basis.s Even the Registrars’ Conference (1939), which appears 
to be somewhat sceptical about the new plan, recommends that the 
provinces should experiment with multi-purpose societies and note their 
results. The idea of a multi-purpose society is thus receiving increasing 
acceptance. Such societies ivould supply the normal cultivation needs 
of their members such as seed and manure, as well as credit to a limited 

^ Anvual Report on the Working of Co-operative Societies in the Bombay Pro- 
vince ^1939-40), par. 29. 

* Annual Report on the Working of Co-operative Societies in the United Provinces, 
(1939-40^, par, 16. 

‘ Report j par. i6o. 
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extent lor agriculiural needs such as the liurchase ot huhoh>. TI::' 
'ivould also serve as a;a'encies tor tite ^aie of Uieir ntarketahle 
produce of members of other co-operative societies. n:u-.d-v/.':o-:s j 
societies develop tliey should act also as ccnsumeis* societies in imal 
areas. 

The main advantages claimed for the multi-purpose sociep are ; 
greater loyalty and more sustained interest of meruDers, conmolltc 
creditj more economical and erhcieni management assisted by oaid em- 
ployees. economy both of men rate resources, and a:i epportnnitv 
to me vulages to undertake vvmrk of socioi and economic immeve- 
ment by co-operation. The multi-purpose societies could be further 
strengthened if titey could’ aihliate the:ti>elvc^^„ to a Banking Union 
^eratlngUsay, over a’taluka, on the lines advocated oy the Amiculturai 
Credit Department of the Reserve Bank of India see belov . 
Such a Union could interest itself in tiie various acmlties of the primarv 
multi-purpose societies. On tiie ocher hand, there are certain defects 
of multi-purpose societies. Multiplicity of functions vvitii financial 
responsibility creates the danger that failure of one line might aSect_ 
other lines too. Again, unlimited liability, which is essentia] for securing 
deposits _ and _a;edit_pn_mc3derate_tem a.nd^ ensuring effective mutual^ 
supervision by members, cannet^be easily fitted in v\dtli the non-credit 
functions pf the society^ As pointed out above, multi-purpose sociedes 
are being organized in some provinces such as Bombav, Madras, and the 
United Provinces on a limited liability^ basis. It is also doubtful whether 
suitable men would be available to run comprehensive multi-Durpose 
societies, when there is at present a dearth of men to manage simple 
credit societies. Finally the multi-purpose society operating ov’er a group 
of villages yyould not ^ns.ure^ the^clpse^^p^tual knowledge so essential 
for the success of the co-operative idem- These difficulties are real, and 
cannot be brushed aside lightly. Nevertheless, in the existing circum- 
stances ' of the rural economy of India, the multi-purpose society 
appears to deserve^^a fair trial. Th^experience_o£ several countries 
other than ^^nrnarF also^ lends support to the idea of the multiple 
P^2~pose society. As Mr Calvert points out, in Bavaria, Saxony, Belgium, 
Austria, etc., the credit society or local bank does many other things 
besides supplying credit. The most striking feature of Japanese rural 
co-operation is_xhe„.yeny^*common combination of various branch^ 
purchase^ sale and jo on, and almost in every imtance cfeditT in one 
and the same society ® . Alulti-purpqse societies however are not intended 
to replace ail agricultural^ aredit societies, but rather to supplement 
them. 

^ Agricultural Comf'iissiofi Report^ par. 375. 

‘ See The Indian Co-operative Reviev.\ Jenuan'-Maich, 1938, snide 
purpose Societ}* \ by K. C. Ramkrishnan. 

* H. Calvert, Lazv and Principles of Co-operation, pp. 29-3a 
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■ tile non-credit movement in India in its 
two branches, und non-agriculturai. The need for the 

non-credit acTicuiiura: mo^enient is very great, for, as the example of 
Denmark shova-. indcuiiure can ilndve in a countrv’ of peasant proprietors 
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organized on a co-operativ'e basis and the 
with, so mat ail profits may go to the 
iv u societies for obtaining implements, machinery, 
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qualitv at moderate prices are needed, and 
a tevr s: them have aheady been started, as also a certain number of 
co-operative sale socieiiesd This is, however, an enormous task, and 
tile progress made so far has been slow. Co-operative supply has not 
made niucli advance as business is on a small scale and there is an 
absence of efficient management and adequate staff for supervision. 


The principle of co-operative insurance has so far been applied only 
to insurance oi cattle : mrm-buildings, crops and haystacks being left 
untouched. But the Committee on Co-operation in Burma (1929) found 
that these sodeiies vvere generally in a deplorable condition. The chief 
obstacles to success are the social disintegration of the village, prevalence 
of virulent cattle epidemics like rinderpest, and difficulty of management 
and finance. The development and extension of co-operative insurance 
in our agricultural system must, ‘ however, be steadily aimed at. 
Reference may also be made to cattle-breeding societies for improving 
die quality of cattle and for adequate provision of fodder by way of in- 
surance against famine. These societies have not, in general, made much 
headway though they have achieved some progress in the Punjab. 
We have already pointed out the obstacles in the way of scientific cattle- 
breeding (see ch. viii, §§13-14). A few fencing and crop protection 
societies have already been started, especially in the southern division 
of the Bombav' province, to protect the crops from the inroads of wild 
pigs and other pests. A small number of co-operativ^e hrigation societies 
have been established and they offer a promising solution of the wmter 
problem in dry tracts where canal irrigation is expensive or impossible. 
They have achieved notable success in some districts in Bengal and 
Madras, There are nine land improvement societies at work in the 
Bombay province. 

Another remarkable instance of co-operative activity, to which 
allusion has already been made, is the work that is being done for the 
consolidation of holdings in certain Punjab villages. The field of 
co-operati\e farming has hardly been touched. It is obvious that the 
successful introduction of improved husbandry demands joint cultivation 
on a co-operative basis, as in Italy, so long as agricultural holdings 
continue to be tiny and scattered. 


^ have already' dealt with the co-operative sale societies organized for the 
marketing of agriculiurai produce. See ch. viii, §22. 
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'Ihe cor.buiners' movement, vmich has achieved iaA'i 
progress in England, has made ^-ery little headv/ay in India, e^pctiady 
in the rural areas. TIte domestic needs o£ the rural commurdtv a:e 
fe-iv, and are met mostly either out of local produce or at village bataai'i, 
and the standard of living is so loir that distributive co-operation h-rs 
hai'dly any scope, even it ire ignore other difncalties regarding manage- 
ment, etc. Hope lies only in the general advance of the rural masses 
and an improvement in dieir standard of living. There is a great scope 
for dairy societies to suppN milk at moderate prices, especially to 

the to"vns. There are a lev; such societies scattered about the country 
out many more are ’^'anied. 

The co-operative movement in agriculture is itil: in its 

inlancy and tliere is any amount of highly useful tcork ready far no,c- 
, credit agricultural co-operation, which, in Denmark and some other 
European countries, has equipped the peasant so thoroughly as to 
enable him to compete on equal terms with the capitalist fannerd As 
Dr Ciouston says : ‘ The good work done by the cotton sale societies 
in Bombay, the irrigation and milk societies in Bengal, the co-operative 
seed societies and daiiv' societies in tie Central Provinces, and the 
societies for the consolidation o£ holdings, clearance of silt in canals 
and sale of farm produce in the Punjab, encourages one to hope that, 
given the necessary’ organizing staff, cooperation will play in course of 
time as great a part in assuring the cultivator of the full return of his 
labour as it has in providing him ^\dth cheap capital/- In order that 
the Government may help this consummation more effectively, one ot 
the reforms needed is a closer co-ordination of activities bet^v^een the 
Co-operative Department on the one hand, and the Agricultural and 
\’'eter:iiary Departments on the other. Indeed, co-operative societies 
promise to be the best agency for the propagandist acthaties o£ the 
Agricultural and \Tterinary Departments. It is only through a wide 
development of non-credit co-operation that the teaching of the expert 
can be brought to the masses, who could never be reached individually 
bv any oScial organization ^ A movement in this dii'ectxon has been 
made in Bombav through the District Village Uplift Committees, Taluka 
Develooment .Isscciations and the Provincial Hural Development 
Board fsee also ch. xib The number of Taluka Development Associa- 
tions registered under the Co-operative Societies Act increased from 95 
in 1955-6 to log in 1939-40, These associations have been doing 
propaganda for introducing improved methods of agriculmre and for 
improving the breed of cattle and pouitiw. Several of them are taking 
part in the rural uplift movement. A feiv Better Farming Societies have 
recentlv been established and it has been suggested that intensive work 

‘ See Irvine, The Mzhitig cf Rural Europe, p. 195. 

- Rez'iaijo of Agricultural Operafiens in India * IQ26-J), 

" A^ricidrural Commission Refyort, p"r. 
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in regard to agricuitural and other improvements would be more 
effectively performed by a Better Farming Society working in a restricted 
area tii:i.n bv a Taluka Development .Association whose activities extend 
to a whole” taluka. Better Farming Societies are also found m the 
Punjab and Madias. In tliis connexion mention may be made of what 
are known as the Better Living Societies. Good work has been done 
under titeir auspices as part of the rural reconsuuction programme in 
the United Provinces and the Punjab. These societies tvere fast 
devciopcd in the Punjab and attention was principally concenu-ated on 
the moderation of expenditure on marriage and other ceienionies. 
With the assistance of these societies roads have been improved, public 
wells have been dug, tanks have been cleared, dispensaries have been 
established, schools opened, propaganda for curtailment of ceremonial 
expenditure has been conducted, village sanitation improved, better 
seed distributed, better methods of cultivation introduced, and the breed 
of cattle has been improved. Better Lifang Societies seem to be making 
some headway in Bengal aiso.^ 

ilQ, Eon-cfedlt iioii=agriciiltoai societies.— Though this, movement has 
not yet gained sufficient strength, some progress has already been made 
in the different provinces. As the Maclagan Committee found, ‘ success- 
ful attempts have been made to arrange for the purchase of yarn and 
silk for weavers, cane for basket-makers, timber for carpenters, and 
implements (sometimes of improved pattern) for several industries, the 
production and sale of cotton and silk cloth, durries, and furniture. 
Building societies have been, organized. The purchase and sale of most 
sorts of common necessaries is being carried on at various co-operative 
stores.'^ We may now discuss the various types of non-credit non- 
agi'icuiturai organizations. 

(i) A'liisans' societies for purchase and sale —As in the case of the 
farmer so in that of the artisan, not only credit but also other needs, 
such as purchase of raw materials and mai'keting of finished products, 
must be organized on a eo-operative basis for the improvement of the 
economic condition of our cottage industries. The hand-loom industry 
offers an excellent field for co-operative organization directed towards 
the attainment of such objects as wholesale purchase of raw material, 
the employment ofiimproved looms and implements and the direct sale 
of cloth to the consumers. The co-operative industrial exhibitions held 
at various centres give a good idea regarding the range and variety 
of such co-operative products. In Bombay, the importance of cp-opera- 
live weaving has been recognized by the Government, who are running 
a few weaving schools under the supervision of the Co-operative 

^ EiTtew of .the Co-operative Movement in India (1939-40), pp. 50-1, and Annua!. 
Report on the Working of Co-operative Societies in the United Provinces (1939-40), 

par. 42;* see also ch. xi. 

* Maclagan Committee Report, par. 10. 
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Department. A more notable measure adopted in 1935 in furtherance 
of tlie band-looiii industry is the establishment of District Industrial 
Co-operative Associations at important centres in the province to supplv 
raw materials at reasonable rates and to accept on consignment account 
against partial payment hand-loom products from 'iveavers and to 
purchase outright hand-loom products and to sell them. The rieiv 
scheme of marketing is controlled by a Joint Board of the Director .of 
Industries and the Registrar, Co-operative Societies.^ Promising schemes 
of marketing of iiand-loo,m products based on co-operati^’e effort have 
been adopted by other provinces.^ Some progress has been made in the 
case of other artisans such as shoe-makers, goldsmiths, cane-workers, 
furniture-makers, coppersmiths, etc. .As stated already, th.e recent w'ar has 
given a fillip to cottage industries and some attempts axe being made in 
different provinces to develop such industries 0.11 a co-operative basis. 

(ii) Lmskilied labourers' societies— In various districts in Madras 
co-operative societies of unskilled labourers are found which undertake 
considerable contracts for earditvork, road repairs, etc., requiring largely 
unskilled labour. They include many small ly'ots trho have been en- 
abled thus to increase their agricultural earnings. The difficulties 
they encounter are mismanagement, and opposition of private 
contractors. There axe other -societies also tvhich take up Joint road 
construction.^ 

(iii) Consumers' societies in urban areas.— Reference has already 
been made to the backwardness of this movement in rural areas. The 
situation is only slightly better in urban areas. A few co-operative 
stores have been started in Bombay, Madras, the United Provinces, 
etc. The Triplicane Stores, Madras, may be regarded as tlie most 
successful among such stores. Stores attached to college hostels are 
being managed with notable success in some ^cases in the United Pro- 
vinces and Bombay. Railway stores have also proved successful. Taken 
as a whole, however, ive are faced with the fact that the progress made by 
the consumers’ movement is insignificant as compared wdth Western 
countries, especially England. The main reasons wffiy several of these 
societies have done badly are tvaiit of loyalty on the part of members, lack 
of good business management and proper supervision. Other difficulties 
are the small margin between the ^wholesale and retail prices w'hich is 
not sufficiently attract.ive to the consumers, inability to withsta.nd outside 
coiii.p€ti,tion, absence of a .large class of people with settled periodical 
incomes,, and disregard in some cases of true co-operative safeguards 

^ See Annual Reports of the Registrar of Co-operative SocieiieSr Bomhay (1 936-71 r 
pa.rs. 1 12- 15, {1939-40), par. 115 snd Annual 'Reports of the Department of 
Bombay (1936-7), pars. 107-16, (1939-40) pars. 61-71, and Report of the Bombay 
Economic and Industrial Survey Committee, par. 156, 

' See also vol. II , 7tli edition, ch. ii, §,47. ■ ' . * 

* See AgficultumJ Commission Report, Mmotes of Eviden,ce.5 ,voL .III, evidence 
of tiie Registrar, Madras;,.. also Iiis Annual Report p&r. S2. 
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!^ach .:s sales u-r deaEnas ^dth members only, etcd There 

is no donb': ida: o.'hilj :he need oi distributive stores is imperative for 
the.benent o£ me rniduir and working classes in towns, tiie consumers’ 
movemen: is the tv'eukest pair of the Indian co-operative organization. 
Urdcss accuire habits oI systematic ^jvell-planned expenditure and 

are ab.e to exercise ^ound judgement as regards the quality of the 
goods bu-uadn. the stores movement will hardly prosper. As pointed out 
airead'o dt- movement for consumers’ co-operation received a fillip, 
especiahy in hladras. from war conditions, when the prices of foodstuifs, 
pro'.'isions and otlter materials shot up and profiteering developed in the 
retail trade. 

ilo. Housing societies. — Among the various efforts made in England to 
tackle the problem of slums in the factory towns and to provide decent 
housing accommodation, co-operative housing societies occupy a 
prominent place. Them success in England has attracted attention in 
India. In Bombay and otlier urban areas, we have now to face a similar 
problem, not to speak of tlie tremendous task of providing decent housing 
in tlie villages. In some of the towns of Madras, Mysore and, more 
recently, Bombay, a beginning has already been made in the direction 
of co-operative housing; The Government of Bombay extended financial 
help to building societies of various kinds. In the town of Bombay, 
under the auspices of the Bombay Co-operative Housing Association, a 
number of housing societies have been organized chiefly for the benefit 
of middle-class communities. In the Bombay province there Tvere in all 
99 housing societies with an aggregate membership of 6,787 in 1939-40 
with a w'orking capital of Rs. 1,20 lakhs. In Madras there w’ere at the 
end of the year 1939-40 122 housing societies with a membership of 
4,647 and loans from Government outstanding at Rs. 21*67 lakhs. 

Two main types of housing societies may be distinguished : (i) those 
w'hich buy land in common, and assist members with technical advice, 
bulk purchases of raw materials and possibly mortgage loans, to build 
independent houses ; and (ii) those ivhich erect a big building or 
buildings oi their own and charge the members residing therein a rent 
covering the cost of maintenance as well as of construction over a long 
period. Both kinds are to be found in India.- 

§17. Central societies. Co-operative finance. — We have so far discuss- 
ed the various types of primary societies. It remains now to say 
something about the higher stages of the co-operative pyramid that have 
been debased to organize, supervise and finance the primary societies of 

‘ See Annual Report of the Registrar. Bombay (1Q36-7V par. qy. 

- Fcr farther details regarding the Co-operative Housing Movement see S. S. 
i aimak: . Co-operation in India and Abroad^ pp. 116-26; Indian Co-operative Re- 
..ievs, Juiy-September. 19375 article by M. D. Bhansali, Registrar, Bombay; Reviev,' 
o: The Co-operative Movement in India (1039-40), p. 67, and the Annual Reports for 
fBombay, pars. 107-iri, and Madras, par, 31). 
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reference to three types of central societies, namely, nnisns. centra* 
banks and nrovincial banks. 

j. 

zl 8 . Unions. — ■ Almost all pio^inces in India ha\e some centra^ oocera- 
tive a^enc}' coverin:^ a unit verv much smaller than the revenue disticc 
for supervision. These ma\ be either f'i, guaranteeing unions, as 
Burma and Bombay in the paM, di; supervising unions, as in Madras 
and Bombas, or .'iii. banking unions, as in the Punjab. A union is a 
federation of societies T^dthin a given area. The management is in the 
hands o: the union committee consisting of the representatives of the 
various member societies. It appoint> a paid secretary and a sub- 
committee zo inspect the affairs or meinber societies, and auidc> then: in 
their v;orking. bVTere the union is also a gnaranteeina' nnion, tht 
committee further detei'mine the total external borrov.dngs of member 
societies v.'hich it is prepared to recommend to the ceniral financing 
bank, and to tvhich it extends, under certain conditions, a guarantee 
regai'ding the bank's loans to member ‘societies. The unions, it was 
thought, %v’ould be useful not only in supervising the affairs of the 
member societies but also as foimina: a link between the primarv societies 
and central financing institutions, though diey themselves were not 
financing bodies. The Maclagan Committee strongly recommended the 
. establishment of a guaranteeing union tvhere there tvere primsiry societies 
and central bank^. They considered that it wms indispensable tchere 
there "^ivas only a uro^'incial bank dealing directlv with primary societies. 
The guaranteeina- unions started on the lines of iho^e in Burma did not 
Drove a success in Bomba’’-', oartly because in most cases the so-called 
guarantee was nominal and partly because, funds being limited, 
no competent supervisor could be engaged. The w'ork of the 
committee was often irregular and inefficient. It tvas therefore 
decided to encourage only the supervising unions, as in Madras- 
covering lar,^e areas and in a financial position to provide for efficient 
supeivisiond 

It is too earlv to give a final opinion regarding the usefulness of 
supervising unions. In 1956 the Government of Bombay launched a 

scheme 01 strengtheninor the system 01 supervising unions by insisting 
on better qualifications for the supervisors and by creating district 
boards of supervision to ensure proper and efficient \corking of the 
unions on the recommendations of the Supervision Committee {1954)“ 
These Boards have been given wide powers under the by-laws, the most 
important of which is the suspendon of the Managing Committee of 
.an affiliated' society. They are expected also to seiv^e as stabilizing 

^ See Annual Reports of the Regiszrar, Bombay ? 1923-4'. p. c, \ i'^ 93^7 * 43 ^ 

(1939-40'' pars. 31-2 ; also Mehta, Studies in Cc-operctive Finance, pp. pp-S, the raV.er 
discussion of the question. 
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forces in the structure of agricultural co-operation.^ The inspectors 
appointed by ceritral banks also assist in the work of supervision. 

M^ile the need for better supervision has been recognized by 
successive committees and commissions, no uniform, guidance is .available 
as regards the most suitable agency for undertaking this work, and 
different provinces have developed different systems of supervision. 
Broadly speaking, the wo.rk of supervision is undertaken, either by the 
Government tlirough the Co-operative Department as in the North-West 
Frontier Province, or by special types of co-operative supervising insti- 
tutions as in Bombay, Madras, the Punjab and the Central Provinces, or 
by both. Generally it is anranged through local supervising unions, 
district supervising boards or federations, divisional and provincial co- 
operative institutes, and central financing banks or some combination 
of these. In Bombay and Madras there are special arrangements for 
supervision of special types of societies, such as the non-aredit and 
Scheduled Classes societies, by the Departmental staff. 

Nowhere has the system of supervision been found to be fully 
satisfactory. In many provinces the supervision provided is superficial 
and in several it overlaps with the work of inspection done by the staff 
of the financing agencies.- The co-ordination of different agencies for 
supervision and inspection is engaging the attention of the Department 
in Bo.iiibay. 

In 1937 the Agricultural Credit Department of the Reserve Bank 
of India reported on the Banking Union at Kodinar (Baroda State)^ 
and made suggestions about its applicability elsewhere. A Bank- 
ing Union of that nature, in addition to finance, would take over the 
functions of the supervising union, and a supervising union which is 
working satisfactorily and has good primary societies affiliated to it 
could be considered suitable for conversion into a Banking Union on 
the lines suggested therein, pipvided such a Banking Union is able to 
supplement its resources, if ^ecessary, direct from the apex bank.^ This 
proposal has not generally been received with favour in co-operative 
circles, mainly on the ground that it would not make for economical 
and efficient working and may not command the confidence necessary 
to attract adequate deposits. 

sl9. Centet! co-operatli’e banks. — Central co-operative banks are in 
general the higher financing agencies necessary in a country like India 
wheixJffi£«4 3[pita!_ locally by the pr imary societies requires to be 
largely supplemented from outside and distant_^oney-mark^T^^^^^i 

^ Report of the Supervision Committee (1934) and Registrar's Annual Report: 

(1936-7), par- ,40. 

® Review of the Co-operative Movement in India (1939-40), pp. 71-3. 

See Sir Manila! B. Nanavati’s *Note on the Organization of the Kodinat 
Banking Uniony pp. 406-10, Nanavati and’ Anjaria, The Indian Rural Prohlem. 

^ Agriadtural Credit Department (Reserve Bank of India) Bulletin No. i. 
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arir^es the necessity of estabiishirig higher rederations, or r.na:. 
lutions like the central and provincial banks, '^vTUcn 
connect the primaiy societies %^dth the :ii05t remote tovm- 
tv'ill make their nioneiary resources avaiiaoie as the vrorkntg -- 
such societies. Such a specia* co:^:pera:iye rinancm;^ - 

necessaiv, hrst, because rurai hnance requirj^ 
rativelv long-term capital, and sccondn^, oecau-e ilic 
banks carrying on ybcir business or4y in a £;-•; inaporant toT.j.s 
b"e “‘persuaded to issue loans to_ distant ^-Cc.edes >• 

Itnovr next to notliing, eien :£ they %»,'ere in a posititn, ’;\n.-cn gener^ii; 
they are not, to issnelong-tenn loans to dnance agidcnltury F'y'yqy 
The underlying idea o: the financial distrioutory syste^x^ is tnat^^^c 
resources o£ the society at large shoulc be made ataiiaoie to .noj5a— ^ 
of cultivators mho need acconunodauon. . 

The central bank serves as ajoaiancing centre for acjustin^ me 
excesses and deficiencies of the working capital o£ the prlm:^, societies 
under'its jurisdiction/ It r^ses the addiupnal capital required, bx&e 
prhnln- societies and lends it to' them_ either directly or timough 
fuaiSiteeing unions where'diese'ekist. In some cases, the central hank 
mav undertake organization and, supendsion of societies., specially i . 
as is usually the case, they are its shareholders. phe _ central hyk. 
however, is essentially a financing agency'. Besides tinanang the a&ia - 
ed societies, most central fand provincial hanks do other ..anki..g 
business, such as the accepting of deposits of various types, ccuecting 
bills, cheaues. hundis. dividend warrants t-md raj.i.my^ _ec...jt5. x^su— ^ 
drafts and hundis. safe custody of valuables, pvyhase and saie o. 
securities, etc.^ The area of its operation vanes widely mom a tamka 
■or tahsii in some provinces such as Bengal, Bihar. Orissa me Punjab, 
to a district or several talukas in other provinces sudi as Bombay, 
Madras and the Central Protinces. Too small an area leads to im u ' 
heatw cost of management, while too large an area leads to inefficient 
supervision. In every case, efiort must be made to stnxe me goMen 

Tn.£2.ii b0tv’ecn tiic v^so exuisiucs- ^ 

Central banks are broadiv of wo types : mixed and pure, accora- 
incT to their constitution. Mixed central banics. consisting partly oL 
sodeties add partlv of individuals, offer special facilities to the former 
>-e^axdins sha/e capital and representation on the board ot management. 
Such times of hanks are acceptable as a step leading to the realization 
of the 'ideal federal tvpe, namely a central bank having a memDersiup 
confined to sodeties. The mixed central bank, while enlisting n^- 
addce and help of ivell-to-do expert businessmen^ and members of t..c 
middle classes, safeguards the interests of societies^ and ^can itself bo 
transformed into the ideal type of pure central bank in which individum 
members are completelv eliminated. The mixed type is the most suit- 


^ Rpz’ie-J? of the Co-operatire f»? Inch 



INDIAN ZCONO.MICS 


. A ' tlie orese:;: cZ'c -.distances in India, and is favoured in almost 

ixil the pr.y. i::c:-s. The fderh federal lypt, though theoretically the besp. 
hiLours under er-rtain handicaps, namely, inability to be entirely self- 
dependent hi ufe matter or supplying the necessary business ability 
and ihihuc tr inner :he middle classes and therefore to attract sufficient 
res‘>t:rces finance primary societies. In some provinces such -as Bengal 
and the Punjab, there is a grooving number of purely federal central 
bank- generally kno^^'n as banking unions. 

There "v.-ere in British India and Indian States 599 central banks 
;nci tiding Provincial Banks and banking unions with membership oi 

thousands in : 942-3 d As regards the sources of the working capital, 
ti:o.urdi share capital is an important item (about 9 per cent), deposits- 
indhdduals and societies constitute the bulk of working capital 
^ab^jirt 39 per cent;. Loans from provincial banks constitute 14 per 
tern, and rcsen^e and other funds 14 per cent. 

The borroived funds are about 77 per cent of the working capitaL- 
j:i t:ew of the large deposit liabilities of central banks it is necessary 
for 'item rot only to have adequate cash reserves or fluid resources, a 
point on ^ivhich the hladagan Committee laid special, and as many 
tvould Imve it. exaggerated emphasise but also to attract a sufiiciency 
or lonm^erm deposits. The same point has more recently (1937) been 
emphasized by the .Agricultural Credit Department of the Reserve Bank 
of India in its Statutory Report on Agricultural Credit and circular 
letters issued to provincial cooperative banks (see §23 below). Central 
banks should so adjust their loans to primary societies as to 
ensure adequate repayment for the return of deposits ^vhen they 
fall due. The loans outstanding at the end of the year 1939-40 
from societies amounted to Rs. 18 -86 crores and those from indi- 
viduals amounted to Rs. SS lakhs. These figures show that almost 
90 per cent of the borrotved funds of the central banks were given out 
in the form of loans. They also indicate that the central banks are 
u'orking on a loiv scale of fluid resources. Overdues formed a fairlv 
large proportion of the outsandings of central banks. Bad debts, in 
not a few instances, might exceed the owned funds of the central banks. 
In general, central banks in Bombay, Madras and the Punjab are in a 
comparatively sound position, but in some of the other provinces, parti- 

" Statistical Siateinents delating to the Co-operative Movement in India for the 
years 194. 1-2 and 1942-3, p, iii. 

Though the ratio of owned funds to the working capital does not appear to 
be unsat.lsj,actory, the real position as judged from the composition of the reserves 
in respect of some central banks may be less satisfactory. The reserve 'funds are 
sometimes created without making adequate provision for bad debts and may turn 
out on examination to be at least partly fictitious. Review of the Co-operative 
Movement in India (293^-40'?, p. ii. 

’ See Maclagan Committee Report, par. 18; Mehta, cp. cit., p. 132, and Sfafn- 
rnry Report on Agricultural Credit (Reserve Bank of India), par. 22. 
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culai'ly Bengal, Bihar, Orissa and ihe Central Provinces and Berar, tlieir 
condition has been disquieting. Many central banks in these pre^'inces 
had to close their doors otvxng to th-jir inability to meet the vdthdrav-ah 
oi deposits. The failure or central barV*^ in these provinces vas the 
result of reckless cver-hnancing o^. ^scietir-. :n^'d::ient supemdsien, ana 
disregard of sourxd p^rinciples oi bankins: in conducting their business, as 
trail as to faulty organization of tire priruaip. urtitsd- 

To^impart elasticity to the operations of trie banks, provision cf 
facilities such as cash credits and disroiuttinj of their co-operative paper 
IS necessary. Ov'ing to their long ^inncing- sco'crai centrrd banks nov; 
possess sufheient resources to he independent of outside hnancia! 
assistance, but they TJ continue a-edii arrangements, inairdy odth the 
provincial banks, on trhich they rely for emerarencies. This brings us to 
a discussion of the nature and utility of provincial co-operative banks. 
t20. Provincial co-operatiye banks. — To enable them to perfoitm their 
functions properly in relation to the grooving number of co-operative 
societies, the central banks require the help of a provincial ape^pbank to 
^CO-o.rdinate_ mid control their ^vorking, ^erre as a clearing hcuse.ta 
balance the excesses and deficiencies of their '^s.'orking capital, ^nd act 
as the financial centre of the tyhole province. It would also extend to 
central Banks the facilities of cash credit and discounting referred to_ 
^ above. The ioint-mock banks cannot be depended upon in this matter 
as they are unable to accept the particular security offered. The pro- 
vincial bank is ai^o a useful link between the general inone\ market and_ 
the joint-stock banks In the towns on the one hand, and the primatv 
rural societies on the other. In this connexion, reference may be made 
to an interesting development in Bengal of making the surplus co- 
operative money accumulated in the provincial bank in the slack season 
of agriculture available for the needs of outside trade and commerce 
through the joint-stock banks, to-^e advantage of both parties. The pro- 
vincial apex banks should not deal directly with societies except in the 
case of special types of societies such as land mortgage banks, sale unions, 
housing societies, etc., but should consolidate and strengthen their posi- 
tion as financing agencies and J:>alancing centres for central banks.- 
Practice in this respect is not, however, uniform. In certain provinces 
the apex banks do not deal with the primary' societies at all, while in 
certain others 'including Bihar, Orissa, Bombav and hfysoref they still 
continue to finance primaiy^ societies in areas where central banks have 
not come into existence. The provincial bank in Bombay has 31 
branches covering the few districts that have no local banks or parts 
of districts not taken over by local banks for one reason or another. 

* EevUiv of the Co-operathe Movement in India /i9^9-4Q>, pp. 11-12. Fcr the 
measures adopted and suggested fcr the reconstruction cf tite centra! banks, see 
.^§26-7. 

* See Report cf the Central Banking Enquiry Committee, par. 150. 
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The canstiiucio:: of the erovincial co-operative banks varies in the 
different provinces. In Bombay, Sind, Madras, the Central Provinces 
and Berar. Bihar tnd Assam., the membership is open to individuals as 
’^vell as to 50'::t::en tnd the Board or Directors consists of representatives 
of differen: rots of societies as trell as of individual members. The 
incirsion of individuals is necessary at present to ensure the supply of 
the rcouisite business knorCedge and to tap the deposits in the provincial 
mtm.v nru'k::. In the Punjab and Bengal, the membership is open to 
societies oniv, and the Boat'd of Directors consists exclusively of the 
renresentatiT-'es or the affiliated central banks, banking unions and other 
societies. However, in Bengal, the Registrar nominates three directors 
from non-members. 

Provinrial apex banks more or less on these lines have been 
established already in eight provinces ; Madras, Bombay, Sind, Bengal, 
Bihar, the Punjab, the Central Provinces and Assam, and in two of 
the Indian States, Mysore and Hyderabad. Out of these the Bombay 
Provincial Bank, started in 1911 as a central bank, is unanimously 
pronounced to be the most efficient, and its activities are multifarious. 
There is no form of co-operative development or endeavour, whether 
of finance, propaganda or supervision, in which it does not take part. 
The Bank has a solid record of valuable w'ork to its credit since it came 
into existence and occupies a unique position in the co-operative 
hierarchy. 

The owmed funds of provincial banks fonn less than 20 per cent 
of the •working capital, and borrowed funds (deposits from societies 
and central banks, from individuals and other sources, and loans from 
Government) form about 80 per cent. Adequate provision has, how- 
ever, not always been made for bad debts, and the amount of real surplus 
assets would accordingly be less than the figure of reserves w'ould suggest. 
On the whole hoirvever the financial position of the provincial banks 
with some exceptions is much better than that of the central banks. 
The example and initiative of the provincial banks has been responsible 
lor the increasing application of banking principles to the co-operative 
movement. Regarding necessity of a cash reserve, and provision of 
facilities such as cash credit and rediscounting of co-operative paper 
discounted in the first instance by the provincial bank, the same con- 
siderations hold good as in the case of central banks. The suggestions 
made by the Reserv^e Bank of India for the reorganization of the Central 
and Provincial Co-operative Banks, in its Statutory Report on Agri- 
cultural Credit, are reviewed in a later section (see §27). 

1 21 . Is an all-India co-operatiye bank necessary ?-.The Madagan Com- 
mittee had recommended that in addition to all the foregoing types of 
finandng agencies, an all-India co-operative bank should be established 
to provide the provincial banks with facilities for rediscounting so as to 
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otcn lines tviihout being fettered by ?my external au±xnity such as an ali- 
India bank, and lastly, the introduction of the spontaneous and healthv 
system of inter-lending which the various provincial banks have dcvemp* 


ed, being assisted in this matter by the Indian Provincial Co-cperative 
Banks Association. Moreover, notv that the Reserve Bank of India has 
been established, the need for an apex bank for the provincial banks 
is no longer felt, as the profundal banks are pro’^dded by the Reserve 
Bank with rediscounting and loan facilities. There is no need for an 
apex bank for the present system (see §§22-3). 

122. The Reserve Bank of India in relation to agricultural (co-operative) 
■finance.— Since the inauguration of the Resemce Bank of India- on ; 
April 1935, great expectations regarding the nnanciai assistance it can 
extend to a^griculture ha^'e been raised in the country*.* The Bank is 
allowed to purchase, sell and rediscount agricultural bills and promissor}" 
notes endorsed by a scheduled bank or a provincial co-operative bank, 
drawn for the purpose of financing seasonal agricultural operations, cr 
the marketing of crops, and maturing within 'nine months. ’ It should 
be noted that in the case 01 commercial bills the period allo^ced is onlv 
three months. This is a concession in favour of agriculture, since the 
cycle of a,gricultural finance is longer than that of commercial finance. 
The Reserv'e Bank is further authorized to make loans or advaxices for 


ninety days to provincial co-operative banks and central land mortgage 
banks declared to be provincial co-operative banks and through them 
to co-operative central banks and primary land morii^age banks against 
the security 01 d) Government p2.per or dil approved debentures of 
recognized land mongage banks, tvhich are declared trustee semrities 
and which are readily marketable. The Bank can extend advances to 
provincial co-operative banks for ninety days against the security' of {i. 
promissory notes of central co-operative banks *and drawn for financing 


i R£p(}rt^ pSLrs. 2:^-2C. 

^ The quesrion of the Reserve Bnnk has been dealt with ir. vo!. il, -h. t, 

* See ^§17 blfhy fc^ and (d) of the Reserve Bank c.f India Aci 

aiso the Statuto-^y Report As^rictiliurjl Credi: tpar. 57'! iss^'^d hv rh- Reserve 
Bank of India. 
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seasonal agricultural oceranons; ii^, promissory notes of approved co- 
operative marketing cr ’‘/areliousing societies endorsed by provincial co- 
operative banks and marm ior tiie marketing of crops: and (in) pro- 
missoiy^ notes o: prcvindal co-operative banks supported by warehouse 
2 eceipi 5 or pledge ri goods against which a cash credit or overdraft has* 
been granted by :::e ormvincial co-operative bank to marketing or wai'e- 
honsmg socictiC'i. 

The Reserve Bardc established the Agricultural Credit Department 
in April as required by the Act, to study all questions of agricultural 
cred::, offer expert advice to the Government and co-operative banks, 
and to co-ordinate the operations or the Bank in connexion with agii- 
cuitural credit and its relations tcith provincial co-operative banks and 
any other bank or organizations engaged in the business of agricultural 
credit. As required bv the Act the Agricultural Credit Department of 
the Bank submitted a Report on Agricultural Credit to the Government 
or India in December The Department has also issued so far 

four interesting and instructive Bulletins on (i) the Banking Union at 
Kodinar ii) Co-operative Village Banks (1937), (in) Recent 

Developments in the Co-operative Movement in Burma (1938), and(ivv 
Co-operation in Paniawar '^Punjab) ("2939). It has also recently (1941) 
published a very lucid and critical Revieic of the Co-operative Movement 
in India, in order to supplement the Statutory, Report, analysing the 
present trends and the progress achieved so far and indicating 
improvements^ 

123. Role of the Reserve Bank in relation to co-operative banks.— In 
its Report on Agi'icultural Credit (1937), the Reserve Bank has clarified 
the provisions ,o£ the Act relating to financial assistance to co-operative 
banks and indicated its attitude towards them. According to the 
popular view the Reserve Bank should directly undertake the financing 
o£ a,2ulctilture. According to the orthodox banking view, however, it is 
neither desirable nor possibiq for a c bank dire^dy to finance agri- 
culture either for short or long periods, having regard to the riskv and 
unorganized nature of agricultural business carried on by illiterate and 
small farmers as in India. The decisions of the Reserve Bank of India 
relating to agricultural finance have been largely influenced bv the 
orthodox view, hforeover. as the Statutory Report points out, the 
Reseiwe Bank is entrusted with the cash reserves or the fluid resources 
against deposits of all the important banks. These form by far the 
largest portion of its working capital. The idea underlying this 
arrangement is that the entire pool of these resource.s may be available 
in times of emergency. It cannot be locked up in forms of business 
which the scheduled banks themselves cannot undertake. The Bank 
is thus a Banker's Bank and cannot lend to agriculturists direct or supply 

For furtlier particulars, S6e FttncHons and Working of the I^eserve Bank of 
India Tissued by tbe Reserve Bank in 3941), cli. vi, pp. 66-79. 
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noiinal faiance to any of tlie credit agencies, v/rdd". ihonln no: ine.r:::ar'j 
reh on the Reserve Bank lor doing tlieir business. The corre:: r:T o: 
the Reserve Bank is to produce monetar’^. conditions under ’'.vh'deh the* j 
^eould be adequate lachities icr ah tho^e seeking credit for legitiinatj 
purposes or having tunds to invent. The Reserve Bank can conte i,n:e 
lender in _ the last resort, tviien the ordinar}' pool ox 
commercial credit appears inadequate to meet the reasonable business 
recinrements of the couiitr}. The :5a:rie basic princinles must be foliotved 
in the case cl the co-operative bank-. These, like the commercial banks, 
muit -mnd on their ovu: leg^ and obtain nmonal dnance irom deposits and 
cannot expect the Reserve Bank to supplv it as the anex bank of the move- 
ment. In granting them the financial assi.-uanec tchich it is authorized to 
^grant under its statute, tire Re:ser\e Bamc mur»t jULictc tor iiseii tne acrisa- 
biliCi and expediency according to circumstances. Ah that the Reserve 
JBan^ enn do is to help the provincial co-operaii%”e banks to tide o\'er 2 
temporary shortage, of funds'. The Reserve Bank is not at present prepar- 
ed to grant cash credit facilities to co-operative banks, since there is 
already provision under the Act for the grant of advances against 
Government securities to them. It may homevei be urged that the grant 
of cash, credit facilities to provincial co-operative banks is essential to 
Impart elasticity to co-operative finance and keep dotvn the lending rates 
■of co-operative bar.ks. 

The Reser^'e Bank proposes irom time to time to issue iris? tract ions 
and circular letters to co-ooerative banks indicating criteria of S’Uind 
canking. Accordingly the Reserve Bank issued circular letters to the 
provincial co-operative banks in May iqjS and June 1959 in tvhich it 
has inter alia advised the latter to maintain liquid resources consisting 
of cash balances with bankers and Government securities which ^honid 
be at least 40 per cent of their liabilities, and to confine themselves to 
short-term loans. One o£ the conditions for obtaining financial accom- 
modation from the Reseiv’e Bank is that a provincial co-operative 
bank should maintain with the bank cash balances the amount of 
Tvhich should not be less than 21/2 per cent of the demand liabilities 
and I oer cent 01 the time liabilities of such a bank and that it 
should submit to the Bank periodical statements prescribed for the 
purpose.^ Onlv two provincial co-operative banks have taken advances 
of small amounts from the Reserve Bank against Go\'ernment securities 
on a few occasions since 193S. They had ample resources of their own 
but approached the Reseiv'e Bank in order to avoid selling securities 
for meeting whai was only a tempoimy need, and to be able to borrow’ at 
the lowest rate. 

The problem of agricul rural finance is widely different from that 
of industrial finance, and the special circumstances of India make it 
all tlte more difficult of solution. The anxiety of the Resem’e Bank 

' r and TT'orfej»w 


the Reserve Bank of India, p. 7a. 
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to ketro its inve-tmer.rs liouii :o avoid all ri^ks is also periectl} 

iiaturaL A "oov c-u: cl die difacalty must Iiovrever be explored, in 

:he direction c£ estabiisliir.a STcedal credit machinery on lines adopted 
in die L’N.A,, O.nrnida and England, for meeting the short-term, inter- 
media:.-. and credit needs oi agidcultiire." It is possible for 

d'.c Rcnme D .nk iviihin limits of prudence to establish valuble finan- 
dr.* r-darirns a, ::li a,^'::cid:.-re through the existing agency of co- 
on era::\ : l.m-> a’xl furdier to extend the scope of its Agricultural 

Credit L^’j..r::nc::n EarA steps to bring the indigenous bankers 

directiv vddiin die orbit oi the Reserve Bank should be taken, as therebv 

asii-nmee to a'^ricithure bv the Bank could be substantiailv 

extended.-' 

A4. The state in relation to the co-operatiYe moYement. — While avoid- 
ing urAue interference, it is the duty of the state to offer its good offices tc 
act as a friend, philosopher and guide to the co-operative movement, 
IV hid: can be made into a powerful agency of social regeneration. In 
Inuin loving tc the widespread ignorance of the masses, the long tradition 
rji state interference and the urgency of the problem of rural credit, the 
Government have very properh taken a vigorous initiative in the co- 
operative movement. Equaiiy properly, they have refrained from the 
policv of nnancial spoon-feeding, tvhich, as the experience of France 
shoves, does more harm than good. ^Ve have ah'eady seen that the state 
has conferred on co-operative institutions certain fiscal and judicial con- 
cessions and granted limited financial help to new societies. In Bombay^ 
the Government have gone a fetv steps further, wdth ample justification 
for their policy. In the first place, they have extended a guarantee of 
interest at four per cent on the debentures issued by the Bombay Provin- 
cial Co-operative Bank up to a maximum amount of tw^enty lakhs of 
rupees. This concession has enabled the Bank to raise the much-needed 
long-term capital for rural finance at a moderate rate without any drain 
on the funds of the Governnient, w’ho are not likely to be called upon to 
make good the guarantee on account of the safe character of the business 
of the Bank. In more recent years the Government of Bombay, as also 
the Government of Madras, have extended similar help to the debentures 
issued by Provincial Co-operative Land Mortgage Banks.^ In the second 
place, the Government of Bombay have adopted the polic}’^ of advancing 
takkavi loans for permanent improvements of land through the agenc)’ 
of co-operative societies. It would be sound policy in all the provinces 
to extend liberal assistance to the more specialized forms of co-operation, 
such as consolidation of holdings, adult education, irrigation, etc. We 
have already referred to the establishment of the Agricultural Credit 

The question of long-term credit and the Reserve Bank’s attitude towards 
land mortgage banks is dealt with later in the chapter. See §§28-9, 31. 

^ This question Is fully discussed in vol. II, ch. x, §§4-5- 

* See §51 below. 
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Department the Resen^e . Bank of India and its .mterest in the co- 
operative movement.'^ A sum of Rs. 1.5 lakhs out of the total grant or 
one crore for village uplift made by the Central Government in 1935 
(March) was eamiarked for the purpose of extension and improvement 
of the co-operative movement in the light of the. recommendations made 
by Mr M. L. Darlings I.C.S., in his report on the opening of the Agri- 
cultural Credit Depai'tnient of the Reserv^e Bank of. India,. Apart from 
the subsidy for 'tra,iiiin.g given by the Government of India, provincial 
Governments have also inareased their grants to the exist.i,ng institutions 
imparting cooperative education. It may be pointed out here that the 
Government of Bombay have recently launched a co-operative training 
scheme for the training of departmental staff a.nd the employees of 
central a,nd urban banks and of the rural development staff.- The train- 
ing of departmental staff has received particular attention in the Piinjab, 
and is conducted by a special educational staff. The Ivladras Committee 
on Co-operation in tlieir Report (par. 379) recommend the starting of 
a co-operative college for aspirants for employment in the Co-operative 
Department and for higher posts in big urban and central banks. The 
college should be organized and managed by the Govemment. 

Turning to the policy of the Government as regards guiding and 
controlling the movement, it has been on the* whole a sound one. For 
instance, in negativing the dema,nd made in certain quarters for the 
devolution of some of the duties of the Registrar onto the District Officer, 
the Government have rightly agreed ivith the .^laclagan Committee, who 
deprecate excessive official interference and lay down that ‘ the correct 
position of servants as the Collector tvould be to stand as well-wishers 
equipped with the requisite knowledge and, sympathy and to refrain 
from having any intimate connexion with the* management or assuming 
any direct financial responsibility k. An exception, hovrever, seems to be 
implied as regards the relation between the Co-operative Department and 
the movement of co-0|aeration. While the original policy^ was progressive- 
ly to relax the hold of the Department and to make the Registrar 
ultimately little more than a registering officer as the societies became 
self-reliant and private enterprise was ca,pable of standing on its own legs, 
it does not seem to have been consistently carried out If anything, 
the position of the Registrar is becoming one of increasing dominance, 
and the dry-nurse element in his duties is not showing any signs of dis- 
appearance. And the Madagan Committee appear to piitjlie seal of 
their approval on this retrograde, policy. They hold that, in general, the 
continued development of co-operation in India on any other condition 
than the permanent maintena,nc€ of an efficient and highly paid staff 
of Registrars cannot be contemplated. It is, hoivever, generally agreed 

" See §§22-3. , , 

Annual Report on the Working of Co^opemtim Soomfies ■ in the Pf&vmce 
Bombay (1,939-40), par., 120. 
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that even at the risk o: same inefSciency, the policy ought to be to 
encouras^e resoor.siblc nrNate enterprise and to deofficialize the move- 
ment aslar as" nossibie and make it more self-reliant. With the inaugu- 
ration of the Montarn-Chelmstord Reforms in 1921 there was a welcome 
tendencv to liberalize the movement, but since the economic depression 
of tite thhties there has been a reaction, and the tendency is to 
brinr the mc’ emcnt more and more under the control of the Department. 
One rru- make tlie movement more non-official in character would 
be to ritcr all possible encouragement to non-official bodies like the 
B tmbav Provincial Co-operative Institute or the Provincial Co-operative 
Union. Madras, and 10 delegate to them some of the functions of the 
Registrar in the matter of supervision, organization and audit of societies 
and to stimulate them to carry’ on propaganda by holding conferences, 
arranging training classes for society office-bearers and the general public, 
conducting journals and generally devoting themselves to rural recon- 
struction work. The vital need of the movement is the creation by 
unofficial federations and other central agencies of their owm supervising 
and controlling staff, the absence or inadequacy of which inevitably 
leads to official interference. An official audit at suitable intervals may 
be retained as a healthy check on the affairs of the societies and to ensure 
public confidence. Official control and guidance are no doubt necessary 
and will continue to be so for some time to come.^ And there is nothing 
VNTong in pleading for an increase of the official staff to enable the Depart- 
ment to perform its statutory duties more efficiently and to insist that it 
should be highly educated, well-trained and well-paid. It is also quite 
legitimate to urge that in view of his onerous and difficult duties ' the 
personality of the Registrar is a matter of the greatest importance and 
that the best man available should be selected for the post 'A But officials 
and non-officials alike concerned in the movement should direct strenuous 
effort to^vards making it self-regulating, self-sufficing and democratic as 
ranidlv circumstances permit. 

Co-operative Institutes, etc. — The Bombay Co-operative Societies 
Act *1925') has recognized the Bombay Provincial Co-operative Institute, 
which under a non-official president serves to focus the co-operative activi- 
ties of the province, including the holding of the provincial co-operadve 
conferences. The Institute receives a grant from the provincial Govern- 
ment for iis ^v’ork of maining, and publication of co-operative literature. 


* Cf. F. C. R. Fay, Co-operation at Home and Abroad, vol. II, p. 39: *The old 
view char Government can start Co-operative Societies and then withdraw, I suggest, 
IS false. Once in, always in — somewhere. Sound policy requires that it should enter 
cautiously and make its progressive assistance contingent on self-help by the memher- 
ship.' 

For an excellent discussion of the qualifications which the Registrar ought to 
possess and the all-embracing nature of his functions, see Agricultural Commission 
Report, par, 376, and also C. F. Strickland, Report on Agricultural Co-operation 
in PaUsitne, pars. 26-9, 
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I'niike provincial cc-operatNe unions, vrhicli are the final lerencyns 
all societies, being entrusted ^rith dehnit^ duties oi aadi: and ^uner- 
vision and enjoying a dehnitc legal status, the Institute is a bedy 
for imiDarting co-operative education— a function tvhich it shares 'tit: 
the Government. IVhile, hovceveio the Institute is doing useful propa- 
ganda work, it has not \et fuihlied to any degree its additional object- 
of the systematic study of co-operative orobiems and of contributing 
expert knowledge and advice on the more specialized sides o£ the 
movement. The Government or Bombay issued a scheme in 195S for 
the reorganization oi the Instiiuie, pro'^iding for a revised constitution 
under W’hich its main duty wmuld be \o impart education to members 
of co-operative societies and to w’orkers of the co-oDerati\ e mo'* ement. 
and under which its membership wdli consist of District Supemdsioi: 
Boards and other federations of co-operative societies. It vrill also seime 
as a focussing centre of non-oSacial opinion on various subjects aifecting 
the movement. 

An interesting development regarding the progress of non-of&cial 
co-operative agencies wus the establishment, on 1 October 1929, of the 
.\ll-lndia CcK)perative Institutes* .Association, the iorntaiion of tvhich 
was agreed to by the first Ali-India Co-operati\’e Institutes’ Conlcx^ence in 
Bomba} in September 1929. Its main object is to promote and extend 
co-operation through the member institutes and to furnish advice and 
assistance to them on all co-operative questions. The Association started 
the issue of its own quarterly journal The l 72 diayi Co-operatke Reniezi: 
from Januarv' 2955. It oirers a useful periodical sinvey of the co- 
operative movement in the wdaole oi India. 

Another all-India co-operative organization is the Indian Provincial 
Co-operative Banks' Association, rvhich has for its object the furtherance 
of common interests, especially in matters ot finance, legislation and 
administration. 

526. A critical estimate of the co-operatiYe movement in India.— The 

co-ooL-rative movement in India has not indeed succeeded in curing ail 
the economic and socialTlis JEro.m..,„wiiich. the_cpunm' is suffering today. 
On the other hand, it has not been altogether barren of results. In the 
Srst place, owing to the cheaper credit madu available by co-operative 
societies, much saving, estimated at about a crore of rupees, has been 
effected by the agricultural and artisan classes, and it is not unduly 
optimisde to expect liiat, in the not-too-distant future, ^this fig ure^ will 
multiply itself manv times over , especially if other forms of co-operative 
organizatkm^intmd to provide long-term credit come into existence. 
Co-operation, moreover, has substituted a system under which oredit is 
controlled and debt restricted for t he money-lenderX d emoralizing svstem 
of dangerouslv facile ci'edit. In several places co-operation has success- 
luIlV^ndermined the predominant position of the money-lender and 
-compelled him to bring dowui his rates of interest. In the matter of 
1—21 
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debt redemption, :il:hon-.n inucn still remains to be done and although 
it is true that co-operation alone tvouid be unequal to the colossal task 
o£ ridding the nea>anti'T entirely o£ its burden of indebtedness, some- 
thing has neverthrhj55 been achieved, especially by the establishment of 
land raGrU'i:.e banks an co-operative linesd^ As Mr Darling says, the 
co-op'jrati^t: rn j'.ernent may be regarded as a neve lorm of communal life 
to Groi:::t the neasant rrem tcithin and tvithout his gates, in the 
Diace of me ohi communal life o£ the village tvhicii prevented the 
cultivator irem being expioitecA Further, with die progi'ess of 
co-operation, the banking habit is sIotvN but steadily developing in rural 
and urban areas and the hoards that were lying unused are gradually 
coming into fruitful employment. Ag riculture, the premier industry of 
the countiyt has bene&ted in a variety of by cqpperatmrn'which 
has fadlitatecTthe w6rh“di tlie Agricultural Department in popularizing 
improved seed and cattle, cheap manures and implements and, in general, 
helping the realization of the ideal of 'better farming, betteF business 
and better living The gradual development of a truly organic connex- 
ion beitceen co-operation and agriculture is pregnant with great 
possibilities.'^ Co-operation has also made important beginnings in 
dealing with pipblems o£_ rural sanitation^ provision of suitable medical 
facilities in rural areas, etc. Finally, the co-operative movement has 
served to counteract the tendency towards rural^ depopulation in certain 

of the country. 

Societies started for special non-agricultural purposes, though as yet 
on a small scale, are doing useful work in their respective fields. Tlie 
condition of factory labourers, depressed classes and employees of all 
sorts, is being gradually ameliorated under the benign influence of co- 
operation. Cottage industries, notably the hand-loom industry, are 
receiving the support and the assistance of the movement.’^ 

Not the least important of the advantages of co-operation, in the 
widest sense of the term, are intellectual and moral, and wherever 
co-operative societies have been started they have generally not failed 
to yield these advantages, ‘ It is difl&cult to give conclusive evidence of 
this Immoral progress] as the signs of moral progress are too elusive to 
be pinned down in a statement of facts ; but for all that they are un- 
mistakable to dose observers of the movement. Litigation and extrava- 
gance, drunkenness and gambling are all at a discount in a good 
co-operative society and in their place will be found industry, self- 

* See §50 below. 

“ See M. L. Darling, op. cit., p. 261. 

* See Government of India’s Resolution on Co-operation, 17 June 1914) par. 7- 

^ Of the two aspects of the movement, rural and urban, the latter has a much 

more satisfactory record alike in respect of the magnitude of its operations absolutely 
as well as relatively to population, the efficiency of management and the quality 
ot service rendered to its constituents. — Review of the Co-operative Movement in 
India (iO';Q-j.ok p. So. 
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lAiance and sa'aight dealing, education and arjitration sociedev. ±sizt, 
^eli-help and mutual hAp.'- The rno-^. cnien: ha- :n some cades an-:;’: -a a 
keen desire ior educaiion, and even persons laiii} aT/anced in age .n.v: 
been i'ound lo seek its benefit. It has aisj im proved gn^chayacter, anu dte 
ge neral tone ot moralii} and promoted the development o£ a feeling c: 

for each and each for ali ' arnO'Hg the village folk. In short, ilte 
co-operative nio\enient bids lair to be a pr/cerml instrument tor the 
re^.iva: of the old corporate life of the vihaaes and to restore their 


It must, ho'^-'ever, be admitted that ail these benents—morah educa- 
tional, as tv ell as purely economic— hav e been secured only on a very 
small scale. For example, much yet remains to be attempted and 
achieved in tire field of non-agricultural co-operation. Even agricultural 
co-operation is practically confined to the sphere of credit and here too, 
as Sir hi. Visvesvaraya remarks. * ha^been done ^ amounts^ only 

to a scratching, 01 _the surface b- Co-operative credit again has generally 
prospered only ^vhere the monsoon is normal. In precarious tracts, 
overdue loans and failure to repay are distressingly common. Moreover, 
as the Central Banking Enquiiy Commitiee point out, the credit provid- 
ed by the co-operative organization is still much too dear for the 
cultivator in some provinces and it is necessamv to take further steps to 
efect a reduction in the prese nt rates o f interest. 

(^It is also clearly necessaiy’ that should frankly recO'gnize, in 
order to be able to remedy the various detects in the actual vrorking 
of the movement in India today, such as unpunctualiiy of payments, 
fictitious payments, excessive overdues, defective audit, ineEcient 
control, benami loans, nepotism, red^tapism, ind-^iticiLV- dilatbriness and 
inadequacy of co-operative finance, eic.^ The staff appointed to teach 
members the true principles of co-operation is itself sometimes ignorant,, 
iil-trained and unfit for the vork entrusted to it. Managing committees 
and presidents are too often allowed to usurp all power, to the detriment 
of the rank and file of the members ; and office-holders and leaders of 
the movement often display ‘ an undue delicacy and lack of moral 
courage in dealing widi the faults and misdemeanours ^ of the members,, 
and put up id:h serious irregularities in the hope that a Government 


* M. L. Darling. 

' cp. cit., p. 1S5. The Central Banking Encnin' Ccmmhree also find that the 
credit facilities new provided by the cc-operathve mevement to sgriculturists cover 
but a verv small nroporrion zz ihelr needs par. 1C9.. 

“ For a detailed study c£ the various weaknesses of the c<,-cperative mevement 
in India see the Repc-rts ok Agricultural Credit, FuKCiizns and Jl' or king of ihtf 
Reserz^e Bank of India and the FersVic of the Co-ofe^ranve IMoz'emeni in India f?- 
.'95^-40 issued by the Reserve Bank cf India, the Report of the Committee ok Cc~ 
operation in Madras (1939-40., the Papers cn rural cc-cp2:aricn read at the twenty- 
f.fth ses^:'-n of the Indian Economic Conference and publi-hed in the Indian, jcu^-nal 
cf EcoKrmics, Ccnference Number (’194:1; alsc Eleancr M. Heugh. The Cc-operazhe 
Moztement in. India, pp. 226-40. 
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oSicer will come o:ic da} md put tilings right. They show a great dis- 
like to incur the urxponularity attendant on su'ingent action taken against 
recalcitrants and thu recovery by legal process of overdue debts. The 
overdue^ ha%c an alainiing increase during recent years and are 

at present the most disquieting feature of the co-operative movement. 
The ernnt of excessively generous loans, loans for unproductive purposes 
and slackness in recovery are important causes o£ overdues which are 
eveiy.rhere large and have in e&ct become long-term loans^ 

fdant of the members seem to believe^ that the co-operative move- 
ment is meieiy a state-managed aTair and that it is Government money 
which they borrovr^from their society. The. failure of members to 
understand properly uie ainis_ and objects of co-operation engenders in 
them an attitude of apathy and jndiiierence which is fatal to the move- 
"ment. They are also apt to take a mercenary view of the societvy 
regarding it merely as a cheaper substitute for the village money-lender, 
and are thus unable to identify tliemselves with the movement in the 
whole-souled manner that is essential for its success. 

.\s we have seen, thej:p;pj5eraiive ipovement in India owes its origin 
to Government initiative and not t o spontaneous action taken by the 
people themseh:es, but the fact that it still remains very largely in official 
leading strings nuist be regarded as a radical defect, since the essence 
of co-operation is self-help. The vital principle and the will to live 
musTTome from within and not be supplied by some extraneous 
agencyx^ 

previously pointed out, the movement received a serious setback 
with the onset of the depression in the year 1929. Though the 
depression was the major cause of the difficulties in which the co- 
operative movement found itself, it also became clear that the movement 
had inherent defects, which could not be noticed in the period of rapid 
expansion but which became only too evident in the period of depression. 
There was a adsis in some provinces including Bihar, Orissa, the 
Central Provinces, Bengal and Burma. While the crisis made painful 
adjustments necessary', it also served to focus 'attention on the 
difficulties of the movement, which has been passing through a phase of 
healthv'^ introspection and self-criticism. There is no longer any strain- 
ing arter spectacular triumphs, and solid results are being aimed at more 
and more. The key no te of the offi cial ^ attitude (ev'er]Qyhere Jhas.^ccmimto 
" 394 ' rectification rather than, J. exp^-psign i . Official 
booming of the movement in the spirit of a pedlar erving up his wares 
disappeared, and there is instead a genuine desire to find out faults 
with a view to removing them. Searching inquiries have been carried 
out III the Central Provinces and Berar, Bihar, Orissa. Bombay and 
Madras d The Preliminary and the Statutory Reports on Agricultural 


^ See §7 above. 
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Cl: edit die Rese?“''. e Eai'iN : Iitdin d'l*'- Et.iiet::> 'ar.d 

the recent ^194.:' Rerit’z:’ or y-e C">-o;?e y' /r.::: 
issued by the BsliiE ha.', e turiher suhiected t:*e cooperative rcr, eraer„t 
to the searchlight of criticism* .ds a res'ai: of the inauiries, scheroir* for 
rehabilitation the co-coernti'-e mavenrent have been framed and o'^* 
in torcv in the Central Provinces, Bihar and Bennah and steos are beinji 
^ken in all the pro\inces oa reconstruct and revitalize the societies 
through various measures, some of v'hich are rmted in the next section. 
This is ail to the eood, because it is suicidal to ignore or over the 
defects in the m-^vement. (They must be squarely raced and tackled re- 
^oiutelv. V-forkers in the movement must not despair becrmse the result 
so far have r:Ot been commensurate srith their enihud?.st:c expectations. 
They must keep their faith bright in the gospel of ojperation 'ddah ha- 
after all teorked such vonders elsemherc. and labour more strenuousl} 
rlian ever to make it a success in this country. For as the A^giucuhurai 
Commission remark ; * If co-operation fails, there %vill fail the best hope, 
of rural India.'^ ^ 

: 27 . Re-orientation of the co=operatiYe movement.—We xna\ conclude 
our account of the co-operatree rno%'ement in India by a statement of the 
principal suggestions made by the Agricultural Credit Department ot 
the Reserve Brmk of India in its Statutory Report and the action taken 
on them tdth a to effecting the rectification and reorganization of 
the co-operative movement- The need for such an impro\'e:nent has 
become ail the more urgent otving to the contraction 01 private a'edit 
following die Rural Debt Relief legislation in the diderent provinces. 

{i\ The overdues and long-term loans of co-operatme societies should 
be separated from short-term loans and placed on a proper footing. To 
this ena, the overdues should be scaled down so as to make their 
redemption from agricultural profits possible within a period of nventy 
years. This should be done partly by 'ssTiting them off from reserves 
and other funds, and partly by recovery from sale of part of the member’s 
assets, transferring the remainder to a special agency like the land mort- 
gage banks. This procedure is less objectionable than the poliev of 
withholding further nnance or wholesale liquidation of societies in 
arrears. 

The general method of the reconstructive programme was to 
examine the loans due to the societies with a viexv to scaling them down 
to the paying capacity of the borrowers and to make these reduced 
amounts repayable in instalments within a number of years. An 

- Agriciiliural Commission Report, par. 371. ' In spite of its past fnilares 

■he movement can be developed so as net only tn fu’f:! the norroTv functicn cf 
nnance bat al?c to beceme the chief instrument cf rural reconsrructxn :n India.’ 
Fc-tr'vcrd by Sir Manila! B, Nan^vn'^i th« R^mteze r\f the C :-nbefazi.ve in 

JrdLi 

- Reviezi sf the Ca^perofive Moze’jn,'>iT vi IndLi pp. 'S-SS* 
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-C'^sentiai part oi ihx. programme was the supply of fresh 

.finance, preferably in kind, co retained members oi co-operative societies 
for cultivation and odier necessary expenses on a controlled basis of 
repayment in kind, me provincial Governments often extending the 
necessary asdstarxe through the provincial banks. A large number oi 
sacietics have been organized in Bengal and Berar to help 
die nariculturist to obtain finance tor seasonal agricultural operations, 
since die existing village societies are unable to extend fresh credit for 
die purpose. Central banks are also being reconstructed in some of the 
worsoatfecied provinces v/ith a view to adjusting their assets and liabili- 
ties and reorganizing their operations. 

:'ii; Co-operative societies are advised to build up strong reserve 
funds by providing for an adequate margin _ between their borrowing 
and lending rates. Thus would enable them to tide over unfavourable 
reasons ivhen their members are prevented from repaying the loans and 
to meet die losses thus caused. Wliiie such a practice would undoubted- 
1\ strengdien die financial standing of co-operative societies, there is at 
the same time some justification for the criticism that the proposal, if 
adopted, u'ouid lead to the charging of high interest rates which would 
be beyond the capacity of agriculture to. pay- 

(iii; Loans should be restricted to cultivation expenses including 
limited advances for supplying intermediate credit for such purposes as 
the purchase of cattle and implements. Loans for other purposes, wLich 
though not strictly productive are absolutely necessary, should be reduced 
lo a minimum, and should not be beyond the capacity of the agriculturist 
to pay. To this end the agriculturist should be prevented from borrow’- 
ing from more than one source and his total future liability should be 
limited in terms of a suitable multiple of land revenue or on the basis 
of the average value of land. 

(iv) The^jpi^myy^ ere to which is the pivot of the whole 

co-operative movement, should be reconstructed on sound lines as 
indicated in the Reserve Bank's Bulletin on village banks. It should 
work as a multi-purpose society and aim at bringing the entire life of 
the cultivator wdthin its ambit. It should build up its owm funds wdth 
shares and reserv'es and attract deposits from members by teaching 
the lesson of thrift and prudence to them. We have already referred 
to the action taken on this recommendation and the establishment 
of multi-purpose societies in some of the provinces (see §15 above). 

(v) Primary societies should be federated into small Banking Unions 
(as at Kodinar in Baroda State), which will be able, to concentrate 
in their hands all the functions of finance, supervision, and educa- 
tion for which different agencies are employed at present, resulting 
in a diffusion of energy and waste (see §17 above). 

(vi) Co-operative marketing should be developed by making a 
start from the bottom. With this object in view, primary societies 
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should be induced to take uo joint marketing of a^griculturai nroduce 
raised by their members- Thev should be linked uo Tdih l 2 vi;cr cen- 
tral sale societies. "We have alreadv referred to the ne^e markennr 
scheme in the Bombay provirxe. 

The existing central and provincial co-operative banks shc-uld 
be re-organized. The large and unvdeldy central banks should he 
JiEi.ihdiP suitable banking urdons, even if the central co-operative 
bank IS to be retained. The central banks should besrin to take a more 
intimate interest in the vcork of the societies afnliated to them, super'vdse 
and guide their operations, assist them in training their members in 
the principies ot co-operation and generaliv in improving their tvorkinr, 
so as to enable them to raise the moral and material standard of their 
members. The provincial co-operative bar.k should also play a much 
bigger part in the direction and guidance of the movement in the tv‘hole 
province. Both these types of banks should maintain sufficient fluid 
resources to provide for the tvithdratval of deposits, build up adequate 
reserve funds and make a strict provision for setting out overdues in the 
balance sheet in such a tvay as to present a true picture of their condi- 
tion. ^Co-operative banks should establish closer contm first-class 
commercial ban^ and take t he la tter's advice in reorganizing their 
^business, and have some professional bankers on their boards. " The\ 
should also make adequate provision for the training of their staff. 

(viii) Provision should be made for the intensive trairdng of the 
co-operative staff in co-operation, rural economics and the theory and 
practice of banking. Special importance should be attached to the 
proper training of the Registrar who forms the foundation of the whole 
movement. 

Land Mortgage Banks 

i’2S. The need for land mortgage banks. — In order to bring about the 
permanent release of the agriculturist from his indebtedness, loans for 
sufficientiy long periods are necessar^^ They are also required to enable 
the a.griculturist, big and small, to effect cosdy but profitable improve- 
ments. Co-operative societies are unable to meet adequately either of 
these requirements and the utmost they can he expected to do is to 
supply the needs of the agiicultnrist for short and intermediate credit. 
They cannot afford to lock up their funds for long terms, and yet the 
cultivator badly needs long-term loans for various purposes. The 
Raiffeisen type or village bank is not intended to meet the requirements 
of the large landed proprietor w^ho forms the money-lender's easiest and 
readiest prey. Moreover, the ordinary commercial banks and money- 
lenders cannot afford t:o tie up their capital for long periods nor to 
recover the loans in small driblets out o£ the earnings or savings of the 
borrower. Hence arises the need for special tvpes of credit institutions 
generally called land mortgage banks These banks are intended to 



\DIAX LCOXOMICS 


dibp!ai,j vAji rh- ^-Lnder bin also the present unsatisfactorv 
system ot stuLe 'oins :L:nb by 'owering tiie rates of interest, will bring 
i:ian\ proJucthe :r ipr ai enients within die reach of the landholder.- 
:‘2b. Three types of land mortgage banks. — Land mortgage banks may 
be co-ep^r:'a:ive, non- co-operative, or qnasi-co-operative. So far as relief 
lo small ayricrdiurisrs and owners of small holdings is concerned, the 
co-operatii'e type is the most suitable, being based on mutual association 
and guamntee of the property mortgaged by the members. However, 
:he tope vhnch :s largely in vogue in India is the quasi-co-operative 
variety. Although there are substantial elements of co-operative 
theory and practice in all land mortgage banks, they are conceived as 
limited liabiiitv association of borrowers tvddi a few non-borrowin'X 

' o 

individuals thrown in to attract initial capital as well as the business 
talent and organizing capacity needed to make the management efficient. 
Moreover the valuation of lands is effected by trained officials lent by 
the Government and loans require the previous sanction of the Registrar. 
The Reserve Bank stresses the danger of relying too exclusively on insti- 
tutions or a co-operative character. Their directorate and management 
represent the wouid-be boiTOW’er too exclusively and offer inadequate 
security to lenders. The quasi-co-operative type that is now being 
established in Bombay and other provinces (see §§ 30 and 32 below) 
should go a long w^ay in meeting the danger pointed out by the Reseiwe 
Bank. The non-co-operative or commercial land mortgage bank is better 
suited to finance big landlords or zamindarsA 

t 80 . History of land mortgage banks in India. — As early as 1863, a 
company called the Land Mortgage Bank of India Limited, with the 
sub-title of Credit Fonder Indien, was registered in London, being based 
on the model of the French Credit Foncier. The bank, which had a 
flourishing cai'eer for about tw^enty years, gradually declined owing, 
among other reasons, to its large advances against tea (the price of which 
was then going down), the non-fulfilment of its expectation regarding 
the extension of Permanent Settlement to the "whole of the country, and 
the appearance of rivals like the loan offices in Bengal which began to 
advance money to the landlords. The unsuccessful project of a land 
bank for the Poona district suggested by Sir William Wedderburn in 
1SS3 has been already described.^ Sir Frederick Nicholson held (1895) 

^ See Report of ihs Central Banking inquiry Committee, pars. 381, 3S4. 

of the Central Banking Enquiry Committee, pars. 198-9, and the 

Preliminao' Report on Agricultural Credit (Reserve Bank of India), par. 17. 

* For the earlier history of land mortgage banks, see J. C. Sinha’s paper on 
Land iM^ortgage Banking read before the Indian Economic Conference, Lucknow, 
^28. For their present position see the Report of the Central Banking Enquiry 
<ommittee, pars. 204-10, notes on the working of land mortgage banks in the 

several provinces in the Indian Co-operative Review (July-September, 1937), pp. 

408-soi, (April-June, 1941 ), pp. 265-303, and the Review of the Co-operative Move- 
i-.ent m India (1939-40), pp. 36-40. p. 280. 
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d^ai land banks %vere neither suited to nor needed the r*. ’^ti the 
Madras Presidency'. Sir Din'^^hrr'* teas rdso a strr>nq advecate of 

land banks of the Eqy'ptian pne. t;h:ch he rtqarded as aftordinr the *ni" 
satisfactory solution for die problem of indehtedne-s. In to if- '^ir "ante- 
Meston, then Finance Member. spoVj in ftf -'var o: land banks started 
very Iar2:ely by iccal eniernri've and niaintaine'd under local ^tineinddon 
and control qroncs of intelligent landlords : but. at the same tame, 
he pointed o'ot that it teas no: advisable tor the Government lo under- 
take vrork of dais sort on a larae scale. Most cf the earlier schemes, it 
will be Ghserv-.-d, did nor ranrernnlaie the emnt ci loans to mots on thj 
seenritv of zh^iv holdings, being for the most nar: intended for the biq"- 
ger landlords. Opinion in this respect has. rmvrever. charamd iince. and 
the establishment of such banks for the benedt xo: ryots rna’* non; be 
regarded as the ofticial and non-of£c:al a-eed in India, tchich vas also 
adopted by the Bombav Registrars' Conference in iged. 

The Punjab had the honour of giving the lead in this matter, and 
its nrst oo-operative land mortgage bank tvas started in 1920 at Jhang. 
In the years before the beginning of the depression, years the number 


of 

such banks increased 

to 

tqvelve. The banks 

were. 

hotvever, 

far 

from successful, and 

it 

is unfortunate that 

the 

movenien t 

in 

the Punjab is now at 

a 

standstilL No new 

banks 

are being 


started, and vert fev loans are being granted. The number of 
old banks ha^ been reduced to ten. The depression ^.vitli the accom- 
panying fall in land values and the existence of the Land Alienation 
Act mainly accounted tor their failure, 10 tvhidi the defaults cf the 
directors and honorary tvorkers, qqho ivere themselves large borrotvers, 
also contributed.- Attention is being concentrated on recoveries, and 
the question of reorganization of these banks is receiving attention from 
the Government. 

Madras came later than the Punjab but has done much better (see 
^32 belo'iv"). Bengal, the United Provinces and Assam have also taken 
steps to inaugurate such banks, and Bombay has already established 18 
such institutions in select districts of the province on the model of the 
national farm loan associations of the United States.- In 1935 the 
Central Provinces Government established 10 Co-operative Land 
Mortgage Banks, guaranteeing capital and interest to the extent of Rs. 50 
iakhs. Eleven more have since been started. Madras has made the 
most remarkable progress in this direction and has to its credit over 1 19 
land mortgage banks (see §32 below}. Progress is slow in Bengal and 
the United Provinces, each of which has only y land mortgage banks. 

' Re^iezL" of the Co-operative Movement in India (1^39-40*1, p. 36. 

” The Gevernnaent of Borribay have issued orders that nc new land mortgage 
banks should be registered unless the pGsiricn of the ex:‘*vng land mortgage banks 
is im proved. 
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One difficulty in Benca! is the iinv/iliiagriesi of co-sharers to join in the 
execution of land mortgage bonds. Spliiting-up of holdings and high 
lending rates are other difficulties. Assam has 5 land mortgage banks 
and Orissa : . Certain Indian States such as hlysore, Baroda and Cochin 
have also established similar banks. The movement for the establish- 
ment of land mortgage banks has been considerably influenced by the 
success obtained by the land mortgage banks (Laridschaften) in Germanv, 
and me question of introducing banks on this model has received careful 
study in India, particularly at the hands of the Agricultural Commission, 
the provincial Banking Enquiry Committees, and the Central Banking 
Enquiry Committee. 

Certain favourable circumstances for the extension of land mortgage 
banks have prevailed in recent years, especially since the great depression. 
In the first place, money-lenders in the rural areas are in a mood to 
compound their dues by accepting smaller but surer cash payments, and 
a programme of debt conciliation can be carried out by these banks with 
a view to effecting considerable reduction in debt liabilities. In the 
second place, abundant supplies of cheap money have been available 
in the money market on easy terms against sound security.^ This 
situation tvas somewhat adversely affected by the outbreak of the war 
in September 1939. Debentures of the land mortgage banks are not 
taken up to the same extent as before by the public, who are naturallv 
hesitant to lock up their money for long periods. There is also a limited 
tendency for money rates to be hardened. Nevertheless World War II, 
unlike the war of 1914-18, has not created a tight money market and 
high interest rates. On the whole, conditions since the depression have 
been favourable for the organizing of land mortgage banks. 

At the same time there is need for caution in organizing such banks. 
They should be established after the most careful preliminary inquiry, 
and their constitution and w’orking should be as simple as possible. The 
management should be efficient and punctual. Defaults committed by 
a bad bank might endanger the reputation of good banks and destroy 
public conSdence in debentures. No money should be advanced 'which 
is not likely to be profitable to the borrower. 

State aid to land mortgage banks. — \\Ie need hardly emphasize the 
value of state help for the successful w’orking of the land mortgage banks 
in India. State assistance may be given in the form of a guarantee for 
the repayment of both principal and interest, purchase by the Govern- 
ment of a portion of the debentures or bonds pledged against land, decla- 
ration of such bonds as trustee securities^ grant of special facilities and 
privileges to the bank as a mortgagee (as in Germany), the grant of conces- 
sions similar to those enjoyed by co-operative societies, and subsidies for 

See Seport of the Bombay Land Mortgage Committee^ pars. 11-13. 

Amendment of the Indian Trusts Act In 1934 provided for the inclusion of 
debentures floated by land mortgage banks in the list of trustee securities. 
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TQeedng iv-orking costs.* In the absence or such state aid, :a:td bir.hs are 
not likely to be able to sell their bonds in the market at a reaitnacie 
price and quote a moderate rate -of interest. the Reserve Bark 

has expressed its reluctance to purchase the debentures oE land mortgire 
faanks at this stage of their development, it has rendered them valuable 
advice regarding the issue oE debentures, provision ot sinking fund Err 
their redemption, etc.- 

b 32 . The Madras and Bombay schemes, — An examination of land mort- 
gage banks in the provinces of Madras and Bombay, where the technique 
of land mortgage banking is best dev etoped, wijLj. indicate tne general 
lines of the constitution, finance and managemieni of such banks. 

ih, Madr.'is The real beginning of land mortgage banking 

in India was marked by the establishment in 1959 of the Central Land 
Mortgage Bank in Madras for centralizing the issue of debentures and 
for co-ordinating the primaiy banks sstabiished under a scheme of special 
land mortgage banks sanctioned in 1924-5 by the Government o£ Madras.^ 
Under this scheme the Government undertook to take up half the 
debentures to the maximum amount of two and a half lakhs of rupees^, 
provided that at least debentures of an equal amount were taken up by 
the general public. In addition to debentures and deposits (accepted 
for not less than three years'^, a portion of the working capital consisted 
of share capital, the value of the shares being kept low so as to enable 
the small cultivator to join the bank. The rormation of these banks 
was confined to valuable wet areas. 

A limited area of operation, restricted to a group of villages within 
six or seven miles from the headquarters of the bank, was considered 
desirable so as to ensure some degree of mutual knowledge and to 
facilitate the identification and valuation of the land to be mortgaged 
to the bank '^vithout the help of professional experts. Twenty such barJts 
%v*ere established bv 1929. Of these only eight issued any debentures. 
In spite of Government help, the progress achieved by these bank^ 
on the Vvhole tvas poor, mainlv ow-ing to their inability to sell 
their debentures 10 the public. The Townsend Cominiiiee on Co- 
operation (1927-8^ examined their position and found that they could 
not make any satisfactory progress «unless a central land mortgage bank 
were formed tv’ith individuals and primary land mortgage banks a^ 
members, to issue debentures as a hoating charge on the value of the 
mortgages transferred to the central land mortgage bank by the primam' 
land mortgage banks. Accordingly the Central Land Mortgage Bank 
was started in December 1929 at Madras and ^vas calculated largely to 

^ For particulars regarding the assistance given br certain prcvincia! Governments 
rc land mcrtgage banks, see §3^ belcv,-. 

- PrelirrAnary Peport on Agricultural Credit, par. 2i. 

’ See the draft scheme submitted by the Registrar, Madras, in h:s 
Secretary :c the GrA-ernment. Dvvelnpmen’^ Department, i June 1924. 
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remove a serious djfec: of the Madras scheme, namely a number of 
scattered, unco-ordinated and small land mortgage banks, flooding the 
market tvith competing issues. The Government of Madras have given 
i'acilities to the Bank, such as a , guarantee for interest up to six 
per cent on all debmrures Seated by the Bank in the Srst Sve years up 
to die limit initially Sxed at Rs. 50 laklis— this limit has since been 
successrelv raised and nov: stands at Rs. 310 lakhs— but for tiie full 
term of the issues, loan of the services or two Deputy Registrars to in- 
specL local mortgage banks and of ten Sub-Deputy Registrars, in the 
first instance for a period of three years, to assist in all inquiries 
3n behalf of the local land mortgage banks, and a subsidy of Rs. 25,00a 
for vcorkiiig expenses. To safeguard their interests, the Government 
are represented on the Board by the Registrar, who is also appointed 
trustee to the debenture holders, and by a nominee of the Registrar 
approved by the Government. Apart from leading co-operators, com- 
mercial magnates and public men in the Presidency were included in 
the fust B^jard of Directors of the Central Land Mortgage Bank, whose 
debentures evoked a fair response from the investing public. Up to 30 
June 1940 the bank had iloated debentures to the extent of Rs. 2-64 
crores. of which Rs. 1-95 crores were outstanding on that date. On 30 
Juno 1941. the total amount of debentures in circulation amounted to 
Rs. 2*43 a'ores. The Bank’s career has been one of fair and steady pro- 
gress excepting for the lull during 1931-2, ^vhich was an exceptional year 
of severe financial stringenq'. There were at the end of June 1940, 119 
primary land mortgage banks affiliated to the Central Land Mortgage 
Bank, The debentures are so highly valued that they could be floated 
at 3 per cent before the outbreak of the war. Following the changes 
in the money market created by the war, the rate of interest on the 
debentures was raised by i/^ per cent. The lending rate to the primatv’ 
land mortgage banks was raised to 5 per cent and that to the ultimate 
borrower to 6 per cent. The 119 primary’ land mortgage banks in the 
province cover 18,021 villages and have so far lent Rs. 3 crores to their 
members.- The Madras Co-operative Land Mortgage Bank Act (1934) 
empowers the Local Government to guarantee the debentures, the 
principal as well as the interest on them, floated by the Central Land 
Mortgage Bank and gives the bank effective powers to collect from 
defaulters, and removes several legal impediments hampering the success- 
ful working of these banks. 

Madras has thus achieved comparatively the greatest success in the 
new field of land mortgage banking and serves as a model for other 
provinces and States. 

ii) The Bombay scheme,— lr\ September 1926 the Government of 

See ih- Annual Report of the Registrar (Madras) for 1939-40. pars. 20 and 21, 
and arnde hy C. G. Menon on *The Madras Co-operative Central Land Mortgage 
Bank ;n the Indian Co-operative Reviezv (April-June 1941) 
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Eombay approved o£ the di-art scheir.e prepared h\ Mr D A. NMIar.. 
LC.S» the then RegUtrar. The GovernmenL approved c: the rer>,::a::o:t 
■of three land reorigage banks for Dhar^van Broach and East Kh?.n'Ir-h 
^^Pachoraj districts on the model of thu narMnal :ari:i Man as=eda::on^ 
of the United States; as an experirriental nic^asnre, to be nnanced pro- 
visionally by the Bombay Provincial Co-operative Bank, and agreed to 
buy its debentures tvorth Rs. a lakhs canping 4 per cent interest. The 
Provincial Bank set up a separatt- land mortgage deparrnient for carnin-^ 
out its nev; duties. 

The experiment in Broach District proved ven encouraging al- 
though a scrutiny of the working of these banks bv the Bornbav Land 
Mortgage Coniniittee revealed certain defects, such as defective estimates 
■of the repaying capacity of borrowers, in the case of the Pachora and 
Dhai-var bardKS. B'ut as the Bombay Land Mortgage Corniniitee 
pointed out, these were not insuperable objections militating against 
the success of these banks. The Committee therefore stronglv urged 
wthe extension of land mortgage banks in the various districts of 
the province and formulated an improved scheme, making provision 
for the establishment of a separate central land mortgage bank 
.' CoiTesponding to the ‘ federal land bank \ under the .American 
system) for issuing debentures. The Bombav Provincial Co-operative 
Bank, which receives short-term depobiis, irr>m the public and serves as an 
apex bank for the ordinary primaiy' credit societies and district central co- 
operative banks granting short-term loans, is entireiv unsuitable for 
financing primary land mortgage banks. Beside^, the latter is a 
special type of business which requires distinctive handling and expert 

The Government of Bombay gave effect to the recommendations ot 
the Land Mortgage Committee in the year 1935 and a number 01 primaiy* 
land mortgage banks have been registered since 1 April i935..J^he 
area of operations has been restricted to places which are less liable to 
scarcity and famine and where the co-operative movement has made 
appreciable progress. At the same time steps were taken to constitute 
a new central land mortgage bank. Accordingly the Bombay Provincial 
Co-operative Land Mortgage Bank was formally registered on 7 December 
1935. under the Bombay Co-operath'e Societies Act, tlie late Sir Lalubhai 
Samaldas being the first president of the bank. 

The main functions of me new apex bank aie to finance the 
priniarv’ mortgage banks— all o£ which are now- affiliated to the apex 
bank— by issuing debentures, to inspect dieir working and to give them 
advice and“help. In the budget session of 1935, the Bombay Legisiathe 

‘ See Report of Bombay Land Metzga^d Cc-mniiztee, psr. 2:. The urAesir- 
£.biliry cf provincial co-operative banks undertaking the supply cf land 

murigaj^e credi: N well brought out in an instructive^ :-n "Tht In-iian ?ro’. incin! 

Co-operative Banks’ in the Indian C'^operatrve Revleiv • -hpr’l-June. tpj.; . 
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Council passed a re^olutio'n authorizing me Govermnenc lo guarantee 
both the principal and interest ui the debentures to be issued by the 
bank to the extent ci Rs. 50 iakiis. During the year ending 30 June 193S 
the bank boated die :irst series oi debentures of Rs. 20 lakhs at 314 per 
cent ; the seccud -eii-s 0; debentures to the extent of Rs .10 iaklis was issu- 
ed at " : .. oei Cell: in -kiTangeraents have been made for sinking 

tunes in reipect 01 eadi separate i^sue of debentures. The fuihlment of 
the ebiigathn 01 die Bank towards the debenture holders is secured 
ihrouah a trustee aupoiritcd b} the Government. These debentures have 
been declared trustee securities and appear to be a popular line of 
investment rc insurance comj^anies, banks and private individuals. 

The Provincial Larxd Mortgage Bank advances loans to agriculturists 
through the primai'v mortgage banks on the security* of their' lands. 
The primary banks have 10 investigate the title to lands, income, and 
the repaying capacit}' ot the agriculturists. Loans are given only to 
members on the recoiiimcndations of die Board of Directors of the 
orimary banks, submitted to the Provincial Land Mortgage Bank. The 
maximum amount of sucii loans to individual members is restricted to 
Rs. 10,000. Subject to this maximum no member can receive from the 
primary bank a loan exceeding twenty times his paid-up share capital 
in the bank, or half the value of his immovable property given in 
mortgage to the bank. No loan can be granted for a period exceeding 
20 years. Sanction of the Registrar is necessary for all the loans from 
the Provincial to primary* banks and from the primary banks to indivi- 
duals in the initial stages. Interest on loans granted by the bank is not 
to exceed 11/9 per cent over the rate (4p^ per cent) charged by the 
Provincial Land Mortgage Bank. The members of the primary banks 
are thus able to borrow at 6 per cent, a rate substantially lower than 
the existing onerous rates of interest charged to agriculturist borrowers 
by money-lenders. This should in itself go a long way to reduce the 
existing liabilities 01 the debtors. Repayment of the loan is to be either 
by equal annual instalments of principal, interest being calculated on 
the amount outstanding from time to time, or by equated annual instal- 
ments including both principal and interest. The land mortgages taken 
by the primary banks are assigned to the apex land mortgage bank as 
security for the loans advanced by the latter. Thus the security for 
the bank issuing the loans is ample. 

To begin with, loans have been advanced mostly for the redemption 
of old debts. As long as relief from indebtedness is the immediate and 
pressing need of the agriculturist, this feature of the business is bound 
to persist. The bank negotiates with money-lenders and creditors 
through private conciliation boards, taking advantage of the anxiety of 
the lender for the repayment of his money in order to effect a reduction 

^ See the Sisth Report by the Directors of the Bombay Provincial Co-operative 
Land Mortgage Bank, Ltd., dated 6 September 1941. 
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:n the amount to be reuaid. The outstandine loan? dne m ni the 

-L 

primary banks ina'eased from Rs. ::3-SS iakii^ to Rs. lakks :n :!'- 

}-ear ending 50 June 1941. 

Apart from the substaniial assistarxe :n the shape oi a g^raian::--:: 
both principal and interest on the debentures boated by the Prcv:n::ai 
Co-operative Land Mortgage Bank, the Government of Bombay have 
agreed to grant the following concessions : 't exemption from : : stamn 
duty, hi. registration fees, and hii' income-tax on the nrodti; of the 
bariK and dividends on shares, a^ in the case u>i other co-operative 
societies, and dp the grant of an annual subhid; tt cov-r anv ceheit 
tchich may occur in the tmrking of die bank in the frcht dnec \ears 
up to a maximum of Rs. 10,000 in the iirst year. ..ihhm :t R-. t,eoo 
in the diird, Thh is in addition to the casli subsidv ',occ 

per annum to the priinai'; banks with a \iev,' to enable them to meet 
part of the cost on account of the eniployinent of land valuation officers 
lent by the Government to die banks. To safeguard their interests 
and generally to ensure the sound working of the banks the Govern- 
ment are represented on the board of the apex bank by the Registrar, 
and on the boards of primary banks by a nominee of the Registrar. 
These concessions have been modelled on the lines now in operation 
in the Madras province. 

The membership of the Provincial Land Mortgage Bank is open 
to individual person^ as w’eii as primary banks and co-operative socie- 
ties. Although this composite membership is a departure from the 
strict orthodox co-operative pattern; the inclusion of individual mem- 
bers is to be welcomed, since their presence ^v-iil ensure better con- 
fidence in the bank on the part of the investing public and secure 
strict adhesion to business principles. Any tendency' tow’ards divi- 
dend-hunting is prevented by the by-laws w’hidi require 25 per cent of 
the net profits to be carried to the reserve fund and restrict the maximum 
dividend payable on shares to 6]4 per cent. Moreover, provision 
has been made for giving adequate representation on the board of 
directors of the apex bank to the primary- banks, vv’Mch are authorized 
to elect five directors (out of a total of 15), voting by groups in five 
constituencies. 

The membership of the primary land mortgage banks is not 
restricted to borrowing members only. The non-borrowing share- 
holders are given separate representation on the board of directors. The 
by-laws of the primary land mortgage banks provide for the nomi- 
nation of the board of directors by the Registrar for the first three 
years.^ 

^ See Bv-law? of the Bombay Provincial Cc-operaiive Lani Mcrtga;^-? Bank. Ltc,, 
and -By-IaTTs of the Primary Lan^- Mortgage Bank 
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p3* Operations of land mortgage banks.' — The operations o£ land mort- 
gage banks in India during -942-5 ai'e illustrated by the foliowing 
’biatistics : 


Number or Bunks or Societies 

271 

Number or members 

1,19.782 


Rb. 

^hai'e eapirai 

40,19,967 

Debenuires from the public 

• ' 3 >® 4 >® 2,555 

Debentures from Government 

7,19,148 

Deposits 

10.99.558 

Reserve 

- • 13.55.343 

Other Funds 

9,51.583 

Loam> from individuals - . 

2,59,988 

Loans irom Banks and Societies , . 

3,21,09,882 

Total w’orkng capital . . 

• • 7.78.17.964 

Loans made during the year to 


Individual'^ 

36,18,130 

Banks and Societies 

38,48,814 

Loans repaid during the year by 


Individuals 

52,74.977 

Banks and Societies 

50,77.757 

Loans at the end of the year due by 


Individuals 

• • 3.57.95.788 

Banks and Societies 

. . 2,95,26,045 

Of ivhich overdue . . 

7,17,044 

Profit 

4.99,266 


$34. Limitations of land mortgage banks. — There is great need lor cau- 
tion in dealing with this admittedly difficult and delicate problem of 
rural credit. Great care needs to be taken to avoid bad debts and arrears. 
'WTiere the primary' banks are cautious, the provincial bank must be 
doubly cautious, for it is the financial foundation of the wffiole organi- 
zation.’ 

We must clearly realize certain inevitable limitations of the land 
mortgage banks. In tlie fim.place, it is evident that they cannot transfer 
to themselves the entire agricultural debt. The maximum limit on 
loans, and other restrictions on them, which are essential, the possession 
of the tangible security of land and the careful selection of borrowers in 
themselves make such a transfer impossible. Secondly, the land mortgage 
banks can only reduce the burden of debt by transferring it to them- 
selves and by reducing the interest rate : they cannot remove it 

" Statistical Statements relating fo the Co-operative Movement 
the rears 1941-42 and 1942-43 pp. 32-33. 
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granted ior the liquidation or his debts in small instalrnenn. Umtn he 
uractises aii-iound thrift, avoids unproductive debts esT:i'zc:a:n’ tor certntj- 
iiial expenditure, and makes enorts to ir.Lrease hh earning:!, th^ prtspeo 
of tlie entire elimination ot old debts are not bright. In oraer that 
the agriculturist sheuid be enabled to improve lab earning capacity a 
comprehensive scheme of economic planning and rural reconstruction 
is necessary. 

The Reserve Bank o£ India has po: nmd out- tlte risk ’Tich land 
mortgage banks are running in devoting their aiinos: exdush'e attention 
to the liGuidation o£ old dents o£ their members. The main ourots- or 

.> jL J. 

the i'Ong-ierm loans raised on the security of land should be the impr tve- 
men: of land and agriculture and the introduction or better methods 
of cultivation. These banks are rightly advised to take a greater part 
in supplying finance, at a lower rate than loans for other purposes, for 
land and agricultural improvement in co-operation tdth the Agricuiiurai 
Department. It is also u good plan that the person, whose debt is to 
be paid by die land mortgage bank, 'houid be made to serve a period 
of probation tvuth a good primary agricUi.r': al c’edit society and that even 
after the land mortgage bank has advanced him a loan he should continue 
to be a member or a multi-purpose socieiv, so that the rc'gular payment 
of his instalments nuiv be ensured by a proper supervision of his acti- 
vities. Some such arrangement is all the more necessary' having luuard 
to the unwelcome tendency towards the growth of o^'crdui^s even in 
the case cf land mortgage banks. Lasdy iaird mortgage banks should 
establish close contacts tvith all oth^r agencies working lor the econo- 
mic uplift of the farmer and become part of the vrider movement to- 
wards rural reconstruction. 

'■35. Commercial land mortgage banks. — The Central Banking Enquiry 
Committee and the Agricuimrai Credit Department of the Reserv'e Bank 
of India have recommended the devel Gpinent of well-organized commer- 
cial qoint-stock} land mortgage banks in this country' for the benefit 
of the numerous classes of landowners who cannot be adequatelv served 
by* the co-operative credit organization. Provincial Governments might 
assist such banks by providing a portion of the initial capital, and by 
guaranteeing the interest on the debentures issued by them. The need 
for such mortgage institutions is patvicularly felt in protdnces where 


" Iz h, hc^veveiv rawer cr. unplecsant re"re!at;cn thar debt ccncinabcn and lar.i 
TT.irtga^e crei::. :ns:eai cf being ccmpleir.er.:a-%- ro eac’i other, are tending tc be 
competitive, and thnr veeii-meant debt reUef lebsiation is hampering the progress tf 
■end mortgage banks in severa! prcrinces. Sareiy this nncmaly shomd disappenr. 
Iszdian C^z-c feraizve ReviezL' (April- Jane, iqaib pp. 016-17. See also .§32 (iV and 
ch. is, ^10. 

= Sroh'.brry Reprri on Agricultural Credit, pars 27-30*. ani EezL^ f rht 
■71 rT^’Vc' '>jCZ‘eiKr-f~: ir TnJia ''193C-40-, pp. 3S-0. 
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Permanent Settlement prevails. Such banks should undertake the re* 
demption of debts of the landlord class and finance their long-term 
recjuiremenls.^ 


^ See Report of the Central Banking Enquiry Committee, pars. 233-4, sod the 
Reserve Bank’s Preliminary Report on Agricultural Credit, par. 19. 



1 


^ L i A rvH. 


to agrictltlri 


-fXlk \J ^ A »«ll I*.* ‘w ■*■ lC*i^ 


-IrThiie it haii 


::*:* tlic >:aie shaijlb ac' 


^Ci « 


. ^ . i - Ai tx 

aiii,',! aa*::; A c»‘j:VitriO'^i-4uac at taiL cGuritr’’-^ taic itwtc.i'Sit'" ox its 

A 

coaxexniGg itsel: '■aith the anAeiioratio:: o: the cultivator's position and 
:ha improveiueni o: :l:e ajricudurUi A^teoa bus btren d 5 :::iei; r::rogri:zed 
for a ionj dt^xe,' The idea o: irnpro''T::4 a^"ic;u:..re by nie^ns oi a 
special Governizen: dcpartmeiu was firs: n^ooted :u connexion with 
the Crista laininj ux :toT It tvas iater on taken uu It Lord 
Goveinurenu bu: materialized, only in 1^x4 as a result oi the recom- 
mendations of tile Famine Commission of iSSo, and, iei us also add, of 
the representations of the Lancashire cotton industry which w^as inter- 
ested in the grovrth of long-staple cotton in India. Agricukural De- 
partments were established in the various provinces under Directors, 
Deputy Dhectors. Superintendents and Overseers. Although the earlier 
idea was to take up agricultural inquiry. ia:n:ne relief and land im- 
provement, little "cas done beyond a certain amount oi: statistical tvmrk. 
Cnfortunately th-:* Departments were saddled with a good deal ot xvork 
not properly belonging to them, icr example the xverk of keeping land 
records and the supervision c£ land registration. They were fur- 
ther handicanoed bv the meagre grants allotted to drem. We have 
already referred to the visit of Dr b^oelcker in iSSg.- Ke held the 
opinion that ^ Indian agriculture w'as not so primitive and backward 
as often alleged, but that it xvas ill-equipped from the point of view 
ox modern agricultural practice, and he emphasized the value of agri- 
cultural education and improveinent. In 3S92 an agricultural chemist 
to the Gox'ernment of India tvas appointed. The finances of the De- 
partments tv^ere in the ineamv’hile improved by the princely donations 
given by H. Phipps, an American visitor, and Sir David Sassoon. In 
190: an Inspector-General of Agriculture v;as appointed to advise the 
Imperial and Provincial Governments. This for the first time gave 
the Imperi?a Agricultural Department the services 01 an expert head la 
agricultural matters. The post t;as abolished in 1G12 and its duties were 
enumsted to the Director of the Agricultural Research Institute, Fuse, 
who was also until 3929 the Agricultural Adviser to the Government of 
India. The Pusa Insiitiue xcas established in 1903, together with a 
college for more advanced training and special short practical courses. 
It was in 300*=; that, thanks to the tireless zeal of Lord Canon, the 
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ot the extra v.v.rh twih "C'hch ihe} had been burdened, and larger iuiids 
'\rere set apart : ji :h^- .h' Crunrent oi agid cultural experiments, research, 
denronstrat: or. . rd h:-:rrxt:on. The Agricultural College at Poona 'ivas 
parted in i :D-,._:her r:ith a research institute to relieve the congestion 
in the Acrricnhural classes attached since 1S7S to the Science College, 
Poona. In -aoNeunern 'ear's simiiar colleges were established at 
Cav/nn'jr:, Xaguur. Lvahuiir, Coimbatore and Mandalay. 

.1- a re-nit rite extension in recent years ot the use ol 
agricuituiai madtinery, especially for irrigation. agTiculturai engineers 
imve been anuoinicd to advise cultivators and to arrange for the installa- 
tion or the necesiur machiaeip. Lastly, an all-India Board ot Agxi- 
culturc vms founded in 1905 with the object of bringing the provincial 
Departments more into touch with one another, so that they could discuss 
at their annua: n.ceiings progi'ammes of avork and make recommenda- 
tioits to the Government of India. The centralized control by the 
Govmnurent of India over provincial Departments tras considerabh 
relaxed as a result or the Refonns of 1919, nnd since 1921 agriculture 
has been under the centro: of provincial Governments. The Imperial 
Deptirtment of Agriculture now concerns itself only vrith agTiculturai 
problems of alMndia importance, and maintains the following institu- 
tions : ii) the Agi'iculturai Research Institute, which was transferred from 
Pusa to New Delhi in September 1936 ; (ii) the Imperial Institute of 
Teterinart' Research, IMuktesar ; (iii) the Imperial Institutes of Animal 
Husbandry and Dairying. Bangalore and Wellington ; (iv) the Imperial 
Cattle-breeding Farm, Karnai ; (v) the Creamery at Anand : (vi‘; tlic 

Imperial Cane-breeding Station, Coimbatore ; and (vii) the Sugar 
Bureau, originally at Pusa. was transferred to Cawnpore in 1931 and 
placed in charge 01 a Sugar Technologist. The advisory functions of 
the Az:i'iculrural Adviser to tlie Government of India, who was previoiish 
responsible for the administrative control of tlrese institutions, have been 
transferred to the whole-time members of the Imperial Council of Agri- 
cultural Research, which was established in July 1929 in accordance 
with the recommendations of the Royal Commission on Agriculture.^ As 
recommended by the same body, separate directors have now been 
appointed for the Imperial Institute of Agricultural Research, Delhi, 
and the Imperial Institute of Veterinary Research, Muktesar. 
The post of Agricultural Adviser to the Govermnent of India was 
abolished in October 1929. The newly constituted Imperial Council of 
Agricultural Research has also assumed responsibility for the agricultural 
publications previously edited bv the Agricultural Adviser and the 
Council of the Pusa Research Institute.- Reference has already been 


^ See ^10 belcw. 

The Research Council at present publishes three journals, The Indian Journal 
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made to tlie o-eation of a new post 'in April 19345 viz. tlie Jigi-iciilmral 
Afarketing Adviser to the Government of India^ who is tlie head of the 
central marketing section of the Iiiiperiai Coiincii 01 AgTictiltural 
Research. 

To snppleiiieiit the work of and xo-operate with the Agr:ci:lti:ral 
Departments, certain other bodies have been started, e.g. the Agricidraral 
Associations in the i^arious provinces. In recent years efforts have been 
made to co-ordinate the work of rural development, including agiicui- 
tural iBiprovemeiit, by setting up in many provinces and States provincial 
or State rural development or village uplift boards consisting of the 
heads of Departiiieiits connected ivith rural development sudi as Agri- 
ciilture. Co-operation, Irrigation, Industries, Forests, Education, Public 
Health, etc., and also of non-officials. The best illiistratioii 01 the policy 
of using both the Co-operative Department and the non-official 
iiiachinery for promoting the w’ork of the Agricultural Department is 
furnished by the provinces of Bombay, and the Punjab, where the ivork 
of rural development has been transferred to the Rc'gistrar of Co- 
operative Societies, w-ho in Bombay is also designated as the Director of 
Rural Development (see §7 below). Bombay has., ' besides,, Taluka 
Development .Associations in some of the talukas. 

§ 2 . Functions of the AgFicnltnml Departments. — The provincial De- 
partments of Agriculture carry on experiment and research on agri- 
cultural farms and in laboratories, and organize propaganda to secure 
the adoption of new methods and improved implements. They also 
concern themselves tvith the introduction of new and artificial manures 
and the production, maintenance and distribution of pure seeds of 
improved varieties of a^ops. Demonstrations aix conducted on 
Government farms or fields of cultivators. 

In our suiv-ey of the principal crops of India,, we have already 
noticed the useful wmrk that has been done by. the Agricultural Depart- 
meiit, especially with reference to -wheat, sugar-cane, groundnut, cotton, 
tobacco and fodder crops. Jute., potatoes, rice, etc. are some of the other 
important' crops which are engaging the attention of the Department. 
The follo-iving table gives the ,aiea in acres under the principal improved 
varieties of crops in British India and Indian States so far as information 
is available.^ 

'The table shows that the area reported to be under improved 
v.,arieties .in the year 19,37-8 was nearly double as compared to the area in 
19'28-9. ' This has appre.dably. increased the, annual yield of the agricul- 
tural crops of the country. 'This is welcome so far as it goes, but it does 

of Ve^erhiary Science and Animal Husbmidf%\ The Imdiun Journal of Agrutiltural 
Science^ and J.i'rifuZlzire and Live Stock in, India. ' ■ ■ . '. 

^ Review of Agricultural 0 ''pefaiio^s in Indm lTg2B-^% p. 14 and Agticulfure and 
AnbneA HtislmntL’y in India (1937-8), , p. 1,5. Figures, fcH* 1928-9 and 1935-6 are inclu- 
sive of Burma. 
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' o> 75^^947 
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5 -= 44-:':-6 ^.855-379 

:,4:4.52^r 2,iz>.^2^ 2,979,041 


.. :2,:75S92 22,183,665 23,976,063 

not go far enough. The vastness of the gi'ound yet to be covered will be 
seen when we reSect that, out of the total sown area of 73 million acres 
under rice» less than four million or 6 per cent is under high-yielding 
varieties of paddy, though the position in respect of wheat, cotton and 
jute is more satisfactory. In recent years the area under improved 
varieties of paddy and sugar-cane has shown a considerable increase 
thanks to the researcli ^7ork on rice and cane now being done under the 
auspices or the Imperial Council of Agricultural Research. The Advisory’ 
Board of the Imperial Council of Agricultural Research at its meet- 
ing in March 1942 adopted a proposal to place an additional one 
million acres under improved varieties of rice in the next three years 
having special regard to the public demand that India's dependence on 
Burma rice should be reduced progressively and to the facts revealed in 
the marketing survey of rice. The relatively satisfactoiy situation in 
respect of cotton is due to the work of the Indian Central Cotton Com- 
mittee which has its own separate finances. This indicates the necessity 
of creating bodies for the improvement of other crops as well. The 
Agricultural Commission emphasized the need for such a committee for 
jute, and it has recently (1936) been established. The All-India Crop 
Planning Conference n934) recommended that in the present welter of 
economic uncertainty, machinery should be provided for the systematic 
and continuous study of the problems relating to the cultivation of India’s 
more important crops such as wheat and rice through the agenq^ of special 
appropriate committees. This recommendation has been accepted by 
the Government. We may here refer to the just complaint often made 
to the effect that the Agricultural Department has hitherto concentrated 
its reforming energies on the export crops, to the comparative neglect 
of non-export crops like jowar, bajra, fruit and vegetables, which are 
quite as important both from the point of view of food requirements of 
the population and the profit of the agriculturist. The Imperial Council 
of Agricultural Research is, however, now devoting increasing attention 
to some ot these requirements, especially the development of fruit- 
growing. Tor example, in the Bombay province the Council is financing 

^ Includes groundnut^; (417, 442^, millets (347,200), gram (83,762), potatoes (20,996). 
etc. in 1937-S. 
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important investigations on the conditions under vrhicli die principal 
Indian fruits can be stored and transported. 

§ 3 . Demonstrations of new methods and improved implsmen'cs. — In ad- 
dition to the economic iv'ork on crops, researches and investigations ha'S’e 
been set on foot under departmental auspices bearing on fundamental 
problems of agricultural chemistry, agricultural bacteriology, plant patho- 
logy, mycology and entomology. Among the investigations in progress 
may be mentioned those dealing with the lime requirements of soils, the 
reclamation of saline lands, the conservation of soil moisture, dry farm- 
ing, the fixation of nitrogen, the manufacture of artificial farmyard 
manure, the nitrification of manures in the soil, the utilization of the 
sources of natural indigenous phosphates, the detection of adulterants 
in ghee, animal nutrition, the mosaic disease of sugar-cane, and the con- 
trol of pests infesting food-grains. 

In Western countries the great utility and educative value of agri- 
cultural shows and exhibitions is well understood and the enormous 
expenditure on them is regarded as excellent investment. India has 
only just begun to realize the importance of holding periodical shows. 
The first Bombay Presidency Agricultural Show held at Poona in October 
1926 was the largest ever held in Asia. Besides holding big shows like that 
of Poona as frequently as possible, smaller shows for divisions, districts 
and talukas must also be organized so as to give full recognition to varia- 
tions in local conditions and needs, and to carry the lessons of the shows 
to every nook and corner of the country.^ 

The Agricultural Departments are thus doing useful work in various 
directions and are gradually gaining in knowledge and experience. The 
progress of agricultural reform, however, has been very slow. This is to 
be attributed to some extent to red-tapism, and this the Agricultural 
more than every other Department must endeavour' to shake off. More 
important reasons, however, are the inadequacy of the capital at the 
command of the agriculturist, the insufficient irrigational facilities and 
the general ignorance and conservatism of the people. To these must be 
added the paucity of funds placed at the disposal of the Agricultural 
Department. The net expenditure of the Central and the Provincial 
Departments of Agriculture amounted, during the year 1939-40, to less 
than Rs. 3 crores as compared to the total expenditure of about Rs. 214 
crores, which means that a very small percentage of the revenues of the 
country is spent on the development of its chief and basic industry. This 
stands in marked contrast with the very liberal expenditure on agricul- 
tural improvement in foreign countries, such as the United States of 
America and Japan. The improvement in the budgetary position before 
the outbreak of the war, the lively interest in agricultural matters shown 
by Lord Linlithgow as Viceroy, and by the Ministers of Agriculture in 

^ For particulars regarding agricultural shows and exhibitions held in the several 
provinces and States see Agriculture and Animal Husbandry in India (1937-8), pp. 226-7. 
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the Congress Gmernments in the provinces (before their resignation in,, 
1939)^ tlie urgency of new agricultural problems created by the war 
and the present ,iood scarcity have galvanized the Agricultural Depart- 
ments into unwonted activity. 

■:A. Other Items of state aM. — Other items of state aid may be briefiy 
revieired. 

(ij Lfj:d _jjGncy.— The salient features to be noticed in this comiexioii 
are the security of title to tlie land conferred upon agriculturists and 
the protection granted to tenants in zamindari and more recently in other 
areas b}’ special legislation. (See chapter xii.) Among other privileges- 
cori,feiTed by the state on the cultivator has been that of freedom 
of ti'ansfer which. Iioirever, as we have seen, has not proved an 
unmixed bl€ssi,ii,g and ,lias had therefore to be restricted by special legis- 
lation. As to land revenue policy, this will come under examination in 
a separate chapter. State assistance in the shape of direct Government 
construction of irrigation works and the grant of takkavi loans to- enable 
the agriculturist to undertake various permanent improvements on his 
own behalf have already been discussed.^ 

(ii) Tariffs.— One aspect of tariff manipulation, namely, ex p ort 
duties on food-stuffs, raw materials and manures, has been discussed and 
the bearing of the various proposals in this connexion on agricultural 
prosperity has been made suflBciently clear. As regards import duties, 
the question assumed some importance in the years before the recent 
war owing to the competition of Australian wheat in the Indian markets. 
We have already referred to the Whesit Import Duty Act of 1931, renewed 
in subsequent years, which is intended to give relief to the Indian wdieat- 
grotver. A more important case is that of the Indian sugar industry,, 
■whicli has already been examined above. Xbe refined sugar industry is 
of sufficient national importance to justify the protective import duties 
levied in 1932 as recommended by the Tariff Board. The Indian rice- 
grower also had to be protected against the imports of cheap broken 
rice by 'the lew of an import duty in 1935.^ 

The part played by the state in the spheres of credit equipment,, 
co-operation, and marketing has already received detailed treatment in' 
previous chapters. 

v5. Agriciiltiipal education* — The general principles governing the pro- 
blem of rural education in its relation to agricultural efficiency have 
been already indicated. It now remains to give some account of the: 
educational machinery provided by the state.® 

See also. G-. Keatinge,, Rural Economy in the Bombay Deccan, ch. xiii. ,: 

® Tlie present food,, shortage has completely changed the nature of ■ the; problems. 
Far from discouraging imports of foodstuffs, India is. desperately anxious „to secure 
them at almost any p,rice. 

For a detailed account of the system of rural education prevalent in India, see 
Agricnltural Commission Eeport, Minutes of Evidence,, vol. I, pp. 114-18, Memorandum 
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(i) Agricultural colleges —Adhere are at present five colleges establish- 
ed in different provinces, viz. at Poona, Coimbatore, Nagpur, Ca-niDore. 
and Lyallpur, and more are likely to be started all o\'er tlic conniry in the 
near iuture. These colleges are Intended to n'ain the future personnel of 
the Agricultural Departments as Tcell as to provide teachinti in modern 
methods for those actually engaged or intending to be engaged in farm- 
ing, either as land-otvners or agents. Moreover, they are the provincial 
centres for scientific research in agriculture. Apai't from full degree 
courses, the colleges also provide short courses of one or Ua'o years lead- 
ing ujD to a dijziioma or certificate in agriculture. These courses arc 
meant for practical agriculturists, but incidentally thev also afford a 
recruiting gi'ound for filling up appointments in the subordinate agri- 
cultural service. Post-gi'aduate training in agidculture is provided for at 
the Imperial Agricultural Research Institute, New Delhi. 

(ii) Agricultural middle schools —’Th.e agricultural vocational middle 
schools are intended to give special training to the sons of farmers. 
There are now two- such schools in Bombay (Dhulia, in West Kliandesh 
and Devihosur in Dhaiwar district), where the first school of this type 
was opened in 1910. Agidcultural middle schools are, strictly speaking, 
technical or a^aft schools providing a course in agidculture of a practical 
character, and receiving pupils at about the age of 13 after they have 
undergone a course of general education. In these schools, education 
is imparted in the local Indian language. The object is to send 
the pupils back to their land so that they may utilize their training 
in cultivating it more efficiently, but it is feared that this object is 
generally not attained. It is also complained that admission to these 
schools is not sought by agidculturists with any noticeable eagerness, 
that they are too expensive and are an artificial addition to the educa- 
tional system and in no way a natural development of it, though Bombay 
claims that these schools have proved a success. 

(iii) Agriculture as a subject in the general Practical 

instruction in agriculture is not attempted in the primary schools, which 
are content with providing for simple nature study intended to create 
a general bias in favour of life in the villages. Agricultural or Rural 
' Bias ' Schools are being ino'easingly recognized to be an important step 
towards adapting the educational system to the needs of tlie rural 
community, and in the Punjab and the United Provinces definite action 
has been taken to see that teachers are properly trained. Similarly in 
the Bombay province 93 schools have recently started classes with an 
agricultural bias, and the majority of students are reported to have taken 
to agriculture in their respective villages. Further extension of these 
schools is made difficult owing to lack of trained teachers. 

Instead of starting agilcultural ’middle schools like the other 


of J. A. Richey, Educational Commissioner with the Government of India ; Report^ 
ch. XV ; Agriculture and Animal Httshavdry in India ('iq37-8\ pp. 243-53. 
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provinces, the Punjab has irnroduced the teaching of practical agxi- 
cuhure in the ^'ernaciilar middle schools, so as not to debar students 
taking agriculture from proceeding to a higher stage of education if 
tliey desire to do so. Farms are attached to schools miere agriculture is 
taught, and have generahy met ivitli considerable success, and the 
’v'hole scheme is likely to be adopted by other provinces as well. The 
Agricultural Commission show marked hostility to the Bombay type 
of school mainly on the ground of disproportionate expense and a 
sti'oug preference for the Punjab type as pointing to the true solution 
of the problem of relating the instruction given in middle schools in 
rural areas to their environment. They hope that these schools will 
develop into rural community centres. As regards high schools in 
rural areas, the Commission recommend the addition of a more ad- 
vanced course in agriculture to their curricula. It may be added here 
that agi'iciilmrai classes were recently (1939-4^) attached to three 
High Schools at Satara, Bijapur and Godlira respectively in the pro- 
vince of Bombay. Special agricultural training courses in different 
aspects of agriculture, e.g. poultry-farming, horticulture, etc., are also 
arranged for the benefit of cultivators and are becoming increasingly 
popular.- 

Tlie reorientation of educational policy on the lines of the 
Wardha scheme %vhich is under contemplation at present, is likely to 
have far-reaching efforts on agricultural education in the country. (See 
ch. viii, §2 ante.) 

The account given above shows that although the Government have 
done something for agricultural development in this country they can 
do much more. Xor has the educated class yet learnt properly to 
appreciate the vital importance of agriculture. Social workers have so far 
devoted almost exclusive attention to towns and their problems. The 
work started by some societies like the Servants of India Society in back- 
ward rural areas is promising, but it needs to be carried out on a large 
scale. In order to ensure continuity of policy^ and steady pressure over a 
jong period, work done through properly organized societies is preferable 
to indhddual effort.- Most Indian universities have hitherto neglected the 
stuay of agricultural economics except at the agricultural colleges. As 
the Agricultural Commission point out there are two directions in which 
the universities can make themselves useful, firstly, in regard to such 
technical matters as economic surveys of social conditions and, secondly, 
in imbuing rural communities with ideals of leadership and servdce.s 

ITiila^e uplift: the Gur^aon experiment. — As the Agricultural com- 
mission truly remark, no substantial improvement in agriculture can be 
effected unless the cultivator has the will to achieve a better standard 

.inntial Report of the Department of Agriculture in the Bombay Province (1939-40), 
pars. 75-6. ’ ^ 

* Agricultural Ccn^imission Report, par. 425. 


® ibid., par. 426. 
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of living and the capacity, in terms of mental equipment and of 
physical health, to take advantage of the opportunities which science, 
wise laws and good administration may place at his disposal. Of 
all the factors making for prosperous agriculture, by far the most Im- 
portant is the outlook of the peasant himself. The demand for a better 
life can be stimulated only by a deliberate and concerted effort to 
improve the general conditions of the countryside, and the responsi- 
bility for initiative in this matter rests with the Government. What 
is required is an organized and sustained effort by all those depart- 
ments whose activities touch the lives and the surroundings of the rural 
population.^ The sympathy, interest and active support of the general 
public are also essential. The whole weight of those who seek 
to guide the villagers should be thrown into suggestions as to how^ 
by corporate action they can improve the amenities of the village. In 
order, however, that the cultivator should revive the ancient tradition 
of concerted action for the improvement of the village and its sur- 
roundings, enlightened leadership is necessary. One way of provid- 
ing, this is by instilling ideals of village improvement into the thou- 
sands of village officials and dignitaries such as the patel and patwari. 
Another solution is the system of village guides introduced by E. L. 
Brayne in the Gurgaon district in the Punjab.^ The idea is that it 
would be an advantage to the cultivators to have some one reliable in- 
dividual to look up to instead of a bewildering multiplicity of agencies. 
^He would act as a kind of channel through which the advice of ex- 
perts in the various departments would pass on to the villagers. 

But village guides will require the constant stimulus of new ideas 
and their work will need to be encouraged and appreciated if they 
are not to lapse into inactivity. The Gurgaon uplift scheme therefore 
attempted to supply ‘a strong central* driving force that will encourage 
enthusiasm, develop public spirit, and provide suitable material for 
active workers in their campaign in favour of the improvement of 
village life 

In his Rusticus Loquitur Mr M. L. Darling of the Indian Civil 
Service has taken occasion to review Mr Brayne's work in Gurgaon 
and make comments, sympathetic in tone, but damaging in substance.- 
The Gurgaon experiment Tvas novel in the sense that ‘ never before in 
any part of India was propaganda for village improvement used so 
intensively and over so wide an area, never before combined with such 
full use of official authority b It was hoped that it would serve as a 

^ Agricultural Commission Report ^ par. 423. Mr Brayne gives an account of t]:ie 
'Gurgaon experiment and explains his methods of rural uplift in his books : Village 
uplift in India (1927), The Remaking of Village India (1929), Socrates in an Indian 
Village (1929), Socrates Persists in India (1932), and Better Villages (1945). 

“ M. L. Darling, Rusticus Loquitur^ pp. 121-8, 155 - 9 . See also D. Spencer Hatch, 
Up from Po'verty^ ch. i and passim. 




anxioi:,'; t3 achieve i'^nieihiica '/I'ca: and to achieve it quickly. 'Within 
iiie snort pcriOv^ of h:s Deputy C*jniiui>3ionersh:p cletemriiied tc 

cure tor ever the squalor ci the villages and ‘ establish a fait accoinpli 
to tivj u.tishction of the district and oi the vrorld at large h A super- 
ficial ant: inadequate study of the relevant circumstances of every village 
to v'nicn the reiorms ts*ere applied "was the necessarv consequence. 
AiiottiLT cause or the partial collapse of the experiment einphasizccl 
by Mr Darling was that there was too much intensive but crude pro- 
paganda and too little real teaching. 

The Gurgaon experiment may be taken to enforce the following 
lessons: -V. Before any changes are advocated we must make quite 
sure that they are really useful and practicable. Grounds of oppo- 
sition to them, if any, should be fairly and impartially considered, 
(ii) The problem of village improvement cannot be successfully tackled 
tnrough individual eSort. A permanent organization is essential ‘ to 
ensure contmuit} oi policy and steady pressure over a long period h 
lo secure a fair hearing ir;r all points of view, and to prevent unduly*^ 
action. Tne example of die rural area of Rae Bareli in the 
L nn.'U Provinces, trnere village and district bodies and agencies have 
becn Cleaned lo foster viiiage uplift, is instructive in this connexion. 
See rdso jy.i Liabilitv to error is incidental to all human planning. 
Bu: tne mistakes trill be fetver and less serious in the case of organiza- 
tions than in the case of individual enthusiasts, (iiil Reform should 
as far as possible come horn persuasion and education rather than by 
tee use of force, open cr veiled. It should, however, be remembered 
ui.at icsoit to compulsion may sometimes be necessarv, e.g. to over- 
come^ the opposition of a recalcitrant minority, (iv) Mr Darlingh 
aiucism ol the methods adopted by Mr Brayne is in the main just 
and sound. But to the unwary reader it is likely to convey the idea 
that all that can safely be attempted at present is to provide facilities 
for education and, for the rest, to leave the village alone. But this 
smacks^ too much of laissez-faire. The question of rural uplift in 
India is too urgent to be dealt with on merelv passive lines. It 
is necessary to undertake a definite, well-planned and persistent cam- 
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paigii il substaiatiai progress is to be achieved witliin a reasonably short 
lime. 

yT. Recent schemes of Yillage improYement. — ^Videspread and heen 
interest in rural uplift has been in evidence during the last lew years. 
The movement towards rural reconstruction received its first definite 
encouragement with the announcement in t935“6 of a grant of Rs. 

1 crore by the Government of India for distribution to the provinces 
to be spent on schemes for the economic development and improve- 
ment of rural areas. The work of rural reconstruction (stimulated 
by the establishment of Congress Ministries in several provinces) done 
ill the different areas aims at encouragement of village industries, im- 
provement of \fillage communications, rural sanitation and recreation, 
medical aid, agricultural improvements, etc. Rural reconstruction cen- 
tres have been organized for intensive work in specially selected ai'eas, 
some of which have achieved notable results in the dhrection of im- 
proving the social and moral life of the people and giving a lead to 
the countryside in the matter of general uplift- Much useful work 
is being done by various non-official organizations, including some 
educational institutions, as well as by individual philanthropists. Men- 
tion has already been made of the co-ordination of rural development 
^vork through rural development or village uplift boards consisting of 
officials and non-officials. Special rural development officers have been 
appointed in certain areas. 

By way of illustrating the village uplift oganization and die rural 
reconstruction work Tvliich is being carried on in the various provinces 
and States, mention may be made of the two schemes of village uplift 
in Bombay. The first scheme was initiated by Sir Frederick Sykes 
during the last year (1933) of his Governorship. A programme of 
village uplift was issued, laying down the lines on wdiich the requisite 
organization comprising officials and non-officials was to be set up in 
die various divisions, districts, talukas and villages in. the Presidency.- 
The several agencies and departments concerned Avith rural improve- 
ment were to be linked up into a single organization in order to infuse 
into them fresh vigour and usefulness- The principal agency for carry- 
ing out village improvement under this new Bombay scheme was to 
be the District Rural Uplift Committee with the Collector of the dis- 
trict as the Chairman and the President of the district local board 
as the Vice-Chairman. The senior local officers of the various de- 
partments concerned and prominent non-officials were also placed on 
the Committee. The function of the Committee was to control and 
co-ordinate the work of village improvement in all its branches, viz. edu- 
cation, agriculture, housing, health, litigation, indebtedness and cottage 
industries. This scheme, while it made encouraging progress especially 

" Review of the Co-operative Movement in India (1939-40)’ PP* ^^- 7 - 

=* Since published as an official blue book called Manual of Village Improvement. 



INDIAN ECONOMICS 


in tlie Central Division^ "*;as iiandicapped by lack of adequate funds 
and the absence o: a full-time rural development officer for the 
district. 

A more comprehensive scheme of rural development and 
reconstruction t-;as unfolded by Mr A. B. Latihe, Finance Minister- 
in a Budget ^pceclr February 1939). In view of tiie intimate 
contact of tire Co-operative Department with the rural papulation 
and its problems, the Government or Bombay decided to combine 
the netviy created Rural Development Department with the 
Co-operative Department and placed it in chai'ge of the Registrar, Co- 
operative Societies, v:ho was also called Director of Rural Development. 
To ensure cc-ordination between various departments concerned tvitli 
■work in the rural meas the field staS of these departments was trans- 
feri^ed to the combined Co-operative and Rural Development Depai't- 
ment. But subsequent experience has led the Government to de- 
aiiialgamate the two departments. The necessary co-ordination is now 
being eitected through the Collector, who is held responsible for con- 
trolling the rural development stair placed under him. The district 
staff doing the propag-anda tvork in the Rural Development Depart- 
ment has been distributed among the Revenue, Agiuculturai and Co- 
operative Departments, and the expert officers of tlie Agricultural De- 
partment were retransferred to their original department. But the 
marketing staff, consisting of the Chief ^Marketing Officer, four Assis- 
tant Marketing Officers and ten Marketing Inspectors appointed for 
facilitating the organization of new regulated markets in the districts 
under the Bombay Agricuitural Produce IMarkets Act (1939), continued 
under the control of the Registrar of Co-operative Societies. While 
the latter continues to be designated 'Registrar of Co-operative Socie- 
ties and Director of Rural Development* under the recently (1941) 
re-01 g,iTiized scheme, he has ceased to be responsible for the rural de- 
velopment tvorKL in the districts which, as already stated, has become 
the responsibiiiUY of higher Rev^enue Officers. Steps taken to bring 
about co-ordination beitveen various departments in rural development 
work may be pronounced as effective since even the Forest, Police and 
Excise departments are now’ interested in this work. 

The tvork of the Rural Development Department is being carried 
on through the District Rural Development Boards constituted originally 
- 959 * Finder the revised constitution of these Boards the Collec- 
tor of the district is the Chairman of the Board and officers of diffe- 
rent departments in the district are officio members. There are, 
m addition, a number of non-official members, either nominated by 
the Government or elected under the rules of the District Rural De- 
velopment Boards. The management of the affairs of the Boards is 
entrusted to an Executive Committee; with the Collector as chair- 
man. In several districts there exist Taluka and Village Improvement 
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Committees, which are constituted to carry out the rural development 
work in their respective areas.^ 

The Rural Development Department has the benefit of advice bv 
the Provincial Board of Rural Development, which as reconstituted in 
1941 consists of members, partly ex officio (being heads of Government 
Departments concerned with rural economy), partly elected by bodies 
such as District Rural Development Boards and co-operative organiza- 
tions, and partly nominated by^ Government. The Adviser in charge 
of Rural Development is the Chairman of the Board, whose main 
function is to advise the Government on general principles and policv 
regarding rural development and cognate matters. 

Rural assistants are being appointed for propaganda work in the 
villages, after suitable training to enable them to function as village 
guides and work as secretaries of the village multi-purpose societies 
and village panchayats. Eive centres for imparting the necessary train- 
ing have been established in the province. 

The Rural Development Department reported varied and useful 
activities in the year 1940-1 relating to the following matters ; preven- 
tion of erosion of soil, extension of dry-farming methods, manures, 
introduction of improved practices and implements, distribution of 
improved seeds, control of insect pests, diseases of o^ops, horticulture, 
improvement of livestock and poultry, markets and marketing, sho^vs, 
irrigation facilities and water supply, better communications, medical 
aid, sanitation and education, including physical training and village 
libraries, demonstrations and classes. Three uplift vans tvere maintain- 
ed in the three Revenue Divisions, to tour the villages ; at each halt a 
small show was arranged, and talks on sanitation and public health 
were given.- 

Similar interest in village uplift is being evinced in otlrer provinces, 
for example, in the Punjab, the United Provinces, the Central Pro- 
vinces and Berar, Madras, and Bengal.^ The Punjab has the benefit 
of a Rural Development Commissioner to look after the work of village 
uplift. Village panchayats are being established in several provinces, 
and Indian States such as Mysore and Baroda have done something to 
promote rural reconstruction work. The rural uplift movement received 
a stimulus from the deliberations of the Provincial Economic Con- 
ference (1934). But the most striking gesture was made by the Govern- 
ment of India, which, as already stated, set apart a arore of rupees 
(from the budget surplus in 1935) for distribution to the various pro- 
vinces for the economic development and improvement of rural areas. 
The Central Government’s grant, which was repeated in the following 

^ Annual Admimstraiion Report of the Rural Development Department^ Bombay^ 
1940-41, pp. 1-5. - ibid., p. 37. 

® See C. F. Strickland, Rural Welfare in India (1936), and Review of the Co' 
operative Movement in India (1939-401, pp. S5-S. 
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veai% gave a 

especially tho^e reiaii::g 


o tO' pi^vlrxla: rural uplift progTammes, 

^ ^ ^ ^ ^ -- airricultural iuiprovemeni, rural sanitation, 

and hvgiene. These cenu-al grants can. hov.-ever, supply only a small 
fraction of the laroe rands requii-ed to finance imral reconstruction tvork, 
and more funds must be- made available by the various provinces concern- 
ed. As uointcJ ou: above, trie CongTess Government of Bomba) gave a 
splendicf lead to other pz-ovinces. and more substantial results may 
be expected in the near futare. 

' Eoyal Commission on Agrloulture. — The Royal Commission ap- 
7jointed in April 1920 xas the nrst commission appointed specifically 
:o examine and report on die condition of agricultural and rural 
economy in India. Its recommendations 1, embodied in a comprehen- 
sive Report "^viiich xas issued m July 192S1 on a variet) of questions 
afectin^ the ts'eliare of the rural community in India have already 
been dLjIi xlih in their proper places. The labours of the Commission 
have led to a genei\il revival of interest in agriculture and a fuller reali- 
zation o: its supreme importance to India. The Report has also 
done useful ser'iicc in recording in one place the measures already 
initiated in th 

Hitherto the ^ _ 

turrotvs tvithout much mutuai help, knotviedge or consultation. The 
Report has induced gi*eater co-operation among them and a greater 
desire to learn trora each other. 


difrerent provinces for tackling problems of rural uplift, 
rovinces tvere generally content to plough their lonelv 


The process of implementing the recommendations of the Com- 
mission is inevitably slotv and difficult, and all the resources of the 
Government and the community trill have to be patiendy mobilized 
for manv vears to come before rural India can hope to turn her 
back on the deep shadotes and emerge smiling and prosperous into the 
radian: ligh: of cay. 

-9. Govermnent action on the Report: the Simla Conference.— At the" 
Aariciihurai Conference consisting of provincial representatives (Minis- 
ters 01 Agriculture, Directors of Agriculture, Registrars of Co-operative 
Societies, etc.) tvhich met ai Simla in October 1928, the main recom- 
mendations made bv the Commission were discussed, the action already 
taken by the various provinces in respect of some of the recoimnenda- 
tions was ascertained, and emphasis ivas laid upon the financial 
implications of the Commission’s proposals which made immediate 
or simultaneous adoption of them impossible. The Commission’s Re- 
port was accepted as the basis for rural reconstruction and agi'icultural 
advance and for the progressive application of the recommendations 
as the circumstances of each province might permit.^ The recommen- 


‘ We have already dealt with the recommendations made by the Agricultural Com- 
mission regarding agncuitural marketing and th® action taken on them by the Central 
rad Provincial Government^ <'^ee ch. viii, ^^24-5'!. Recommendations made by the 
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elation regarding the Imperial Research. Council to be set up and hnanced 
by the Central Government was approved o£ in general terms.- 
§ 10 . The Imperial Council of Agricultural Research. — As the Agricul- 
tural Commission truly remark, the basis of all agricultural progress 
is experiment. * However efficient the organization which is built up 
for demonstration and propaganda, unless that organization is based 
on the solid foundations provided by research, it is merely ^ house 
built on sand.’ An all-India council of agricultural research 
(called the Imperial Council . of Agricultural Research) tvas created 
in 1929 and registered as a society under the Registration of 
Societies Act (i860), a step which gives it a considerable measure of 
financial independence. Its primary function is to promote, guide 
and co-ordinate agricultural research throughout India. It is a body 
to which the imperial and provincial Departments of Agriculture look 
for guidance (without administrative control) in all matters connected 
with research, and to which such research programmes as they might 
choose are submitted for approval. It acts as a clearing-house of 
information in regard to agricultural and veterinary matters, and serves 
to link research work in India with that in other parts of the Empire 
and in foreign countries. It has to make arrangements for the train- 
ing of research workers.^ This central body is split up into two parts : 
the first, a Governing Body presided over by the member of the 
Viceroy’s Executive Council concerned, and consisting of the provincial 
Ministers of Agriculture, three representatives of the Indian legis- 
lature, two representatives of commercial interests, two members elected 
by the Advisory Board (see below) and a whole-time Vice-Chairman 
who is the principal administrative officer of the Council ; and the 
second, an Advisory Board, having as its work the examination of pro- 
posals in connexion with scientific objects. The Board has as its chairman 
the principal administrative officer of the Council, and as its members, 
two whole-time officers, one agricultural and the other veterinary, 
and a number of nominated and elected scientific members, such as 
heads of the provincial Agricultural and Veterinary Departments, to- 
gether with representatives of the Indian universities, the Indian Central 
Cotton Committee, the Co-operative Societies, etc. The Covernor- 
General-in-Council has the right to nominate additional members both 
to the Governing Body and the Advisory Board as need arises. The 
Council (that is, the Governing Body and the. Advisory Board sitting 
together) met in June 1929 to settle certain preliminary matters and 
formally registered itself as a society under the Registration of Socie- 

Commission on other aspects of the rural economy of India have been dealt with in 
appropriate places in the several chapters on Agriculture in this volume. 

^ Agricultural Commission Report, pp, 3-4. 

' Memorandum of Association of the Imperial Council (Society) of Agricultural 
Research. 


1—23 
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ties Act, The Advisory Boai'd meets twice a year. The actual busi- 
ness ot the Board is continuous throughout tiie year ; but its duties 
ai'e iai'geiy carried on by special committees. At present the following 
standing committees of the council are at work : the Sugar Committee, 
Rice Committee, AVheat Committee, Fertilizers Committee, Locust Com- 
mittee, Soil Science Committee, Dry Farming Co-ordination Com- 
mittee, Oil Crushing Industry Committee, the Joint Committee of the 
Imperial Council of Agricultural Researdi and die Indian Central 
Cotton Committee, the Animal Nutrition Committee, the Dairying 
Committee, the Cattle Breeding Committee and the Central Fodder 
and Grazing Committee^ The Advisory Board reviews all the schemes 
of research submitted by provincial Govermnents, universities and pri- 
vate institutions and decides which ought to be taken up, how to deal 
with each problem, and in what part of India the special work upon 
it could best be done. Since March 1942 the Board has decided upon 
certain changes in its methods of work. In addition to its normal 
function of a clearing-house for ideas emanating from the provinces and 
States, it has adopted the role of a brain trust and will initiate its own 
schemes and co-ordinate all research work. What is even more 
important, it has decided for the first time to go beyond the stage of 
demonstration farms and to adopt a number of villages in certain 
provinces for bringing about the application by farmers themselves of 
the various results of researches under expert guidance.^ The decisions 
of the Advisory Board are subject to the sanction of the Governing 
Body and the views of the Society as a whole. It is the Governing Body 
which has control of the CounciFs funds. The central headquarters in 
Simla have been linked up wdth the new Imperial Agricultural Bureau, 
intended to keep research ivorkers in ail parts of the British Empire in 
touch -with the latest reseai'ch ivork in their own subject. The Indian 
Society pays a small subscription tow'ards the upkeep of the bureaux 
and has a representative on their controlling body. The Governing 
Body has also started a research and reference library at Delhi. 

Among the important whole-time officers of the Council are the 
Vice-Chairman (the Principal ^Administrative Officer), the Secretary, the 
Agricultural Commissioner with the Government of India, the Animal 
Husbandry Commissioner with the Government of India, the Agricultural 
Marketing Adviser, the Director, Imperial Institute of Sugar Technology, 
Cawmpore, and the Statistician. 

.Among the problems to w’hich attention is being given by the 
Imperial Council of Agricultural Research are those connected with 
rice, sugar technology’', cane-breeding, fruit and dry-farming research, 
agricultural marketing, manurial research, locust research, potato-breed- 
ing, animal husbandry, etc. Grants are made to universities to enable 

■* See Ittdia in 1934-5 (PP- ^ 4 *^ 5 ) Agrictiliure and Animal Husbandry in India 
F* 8. Tunes of India, 2 March 1942. 
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workers on the university staff to expand research of agricultural 
importance or to develop the agricultural aspect or other research. 

The Government of India in the first six years following the in- 
ception of the Council gave more than one a'ore of rupees for research 
work on agriculture. Apart from the administrative budget grant of 
the Research Council, the Government gave Rs. 50 lakhs for general 
research work, Rs. 20 lakhs for research on sugar, Rs. 25 lakhs for 
marketing schemes at the centre and in the provinces, Rs. 6 lakhs for a 
new dairy research institute, making a total of about Rs. 101 lakhs. To 
this must be added Rs. 14 lakhs annually for five years for the Institute 
of Sugar Technology Institute at Cawnpore. 

In order to place the Imperial Council of Agi'i cultural Research in 
a more secure financial position and to provide for the steady develop- 
ment of research, a larger and more stable income, which would be 
comparatively unaffected by the financial vicissitudes of the Government 
of India, was considered necessary. This has recently been arranged by 
the levy of a per cent export cess on the value of certain agricultural 
commodities (such as cereals other than rice and wheat, fruit, fish, seeds, 
raw hides and skins, etc.) which were not already subject to an export 
duty or cess. The new export cess w^as provided for by the Agricultural 
Produce Cess Act, 1940.^ The cess yields about Rs. 14 lakhs annually. 
It may be added that the cost of the Council’s ofiEce, sugar-cane research 
and the work relating to the agricultural marketing organization will 
continue to be met from the central revenues as before. 

As recommended by the Agi'icultural Commission, provincial 
research committees have been formed by all the provinces. These are 
to work in co-operation with the Imperial Council of Agricultural 
Research and report on any applications from within the province for 
a grant by the Research Council- Such committees are important in 
promoting and co-ordinating research directed to rural improvement 
within the province. The Council has largely fulfilled the object for 
which it was brought into being. Provincial reports show that 
the Council’s grants have done much to enable agi'icultural research 
to be maintained and somewhat extended during a period of financial 
stringency by supplementing provincial effort, enabling gaps to be 
filled and encouraging co-ordination of effort. At the same time 
it must be said that financial considerations have prevented the Council 
from doing as much as the Royal Commission on Agriculture expected 
it to do, 

§ 11 . The RnsselL Wright Enquiry.— In 1956-7, in pursance of the re- 
commendation of the Agricultural Commission in favour of a periodical 
review of the work of the Imperial Council of Agricultural Research, 
the Council invited two specialists , from England to report on the work 


^ Review of ihe Trade of India (1939-40), p. 105. 
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done b) it and to make suggestions lor iuturc -iv'crk. The experts select- 
ed for the purpose vrere bir John Russelh Dhector, Rothamsted 
Experimental btation, and Dr X\ C. ’Wright, Director, Hannah -Dahy 
Research Institute, Scotland. Their reports contain useful recommenda- 
tions for bridging the guii between the research worker and the 
cultivator. Other reconiniendatioiis relate to the methods for tackling 
insect pests ; drv-fanriing research schemes ; the need for work on cash 
crops to be done in association vtich expert buyers or users of these crops 
and for work on iood crops in associatior> %vdth nutrition experts ; the 
e!itablishm€nt of a Soil Conservation Committee and of a Crop Protection 
Conmiittee to deal with the consideration of cropping schemes on the 
lines adopted by the Crop Planning Conference (1934), to arrange for 
the working of control measures in relation to insects, pests, noxious 
weeds, etc. ; development of research, education and advisory services 
relating to dairying and cattle improvement. Increased financial assist- 
ance to the Imperial Council of Agricultural Research tvas strongly 
recommended with a a lew to enabling it to bring to fruition investi- 
gations tvhich. at present stop at the experimental stage. As al- 
ready pointed out, the Agricultural Produce Cess Act (1940) has placed 
increased financial resources at the disposal of the Council.^ 

§12. Need for more food-production and planned development. — Dur- 
ing the recent war the interruption of imports of rice from Burma, the 
growing defence requirements of India and her military commitments, 
the general dislocation of the domestic market caused by unprecedented 
transport diSEculties, together with decreasing production of rice and 
wheat, led to a shortage of foodstuffs and a sharp rise in their prices. 
Quite apart from the acute dif&culty as regards food supply caused by 
the wm', the fact must be faced that India's population has been increas- 
ing rapidly without simultaneous and proportionate increase in her 
production of food-grains. There is therefore imperative need for a well 
thought-out agricultural policy for the entire country and for the 
planning of agricultural production on a co-operative nation-wide scale. 
The Government of India have recently established a fund for assisting 
the cultivator of short-staple cotton to change over to alternative and 
more profitable crops— possibly, food crops, having regard to the shortage 
of food. 

The Food Production Conference which met at New Delhi in April 
1942 and which w^as attended by representatives of the provinces and 
certain States considered wTat steps should be taken to encourage pro- 
duction of more food and fodder in the immediate future, in what areas 
the production drive should be intensified and what crops should be pro- 
duced in different regions, bearing in mind the soil and climatic condi- 


For further particulars see Agriculture and Animal Husbandry in India (1037-8), 

p. 10* 
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lions as well as the needs of the people. In the case of some provinces 
the Directors of Agriculture have collected necessary data showing ho^v far 
they can be made self-contained and to what extent they must still rely 
on outside sources. 

In May, 1942, assurance was given by the Government of India on 
the recommendation of the Food Production Conference, that if necessary 
they tvould buy such quantities of foodstuffs in the open market, whether 
in British India or Indian States, as were calculated to prevent a serious 
fall in prices due to transport difficulties causing temporary surpluses in 
certain centres. 

The ‘ Grow More Food ’ campaign recently launched by the 
Government is said to have resulted in an additional outturn of 
750,000 tons of foodstuffs. The cost of the campaign in 1945-6 was 
Rs. 2 crores in loans and Rs. 1-7 crores in grants. As part of the 
campaign 7,000 tube wells are being sunk and more than 3,000 tanks 
and 4,000 other minor irrigation works, are under construction.^ 
All-India plans and policies in respect of education, agriculture, food, 
roads, railways and aviation have been announced. Special bodies like 
the Central Technical Power Board, and the Central Waterways, Irriga* 
tion and Navigation Commission have been set up to deal with important 
aspects of development. The total expenditure proposed on interim 
plans calculated to mitigate the effects of deflation and unemployment 
is of Rs. 75 crores. The work of co-ordinating individual provincial 
schemes in accordance with all-India targets and objectives is to be 
undertaken by the Government of India in co-operation with the 
provincial Governments.- 


^ Written in March 1946. 

- At the moment of writing (October 1946) the country is face to face with the 
grayest food crisis in her history. The food shortage that is in sight is of the order 
of six million tons and in some parts so acute as to compel the Government to take over 
the" r-esponsibilicy of feeding the population. A variety of factors have contributed to 
bring about this crisis such as the damage caused by the cyclone in October 1945 to 
some of the best rice-growing lands in the country, the complete failure of the north- 
east monsoon in Southern India and failure of the winter rains in the wheat-lands 
of the north. The world shortage of foodgrains is such that w^e cannot expect imports 
alone to cover our total deficit. Nevertheless, a delegation was sent recently to seek as 
much relief as possible from the Combined Food Board at Washington. Since the main 
reliance must be placed on internal resources every conceivable step must be taken 
for increasing food-production, using the strictest economy in ifs use and properly 
regulating its distribution. The Government have already reduced the cereal ration to 
12 ounces and are contemplating the extension of the rationed area and the lightening 
up of the procurement and distribution machinery. The Government are inviting the co- 
operation of all and sundry, and the partial solution of the political tangle result- 
ing in the establishment of popular governments in the provinces as well as at the 
centre has increased the chances of success in meeting the food crisis. 



CHAPTER XII 

LAND TEXL'RES AXD RE\TXUE 

Historical SHrYey of land revenue in India.- — From vtxj ancient 
limes the state in India claimed a share of the produce of the* soil from 
the cahivators. The Laws of Manu mention one sixth of the gross 
produce, that is, or the gi'ain heap on the threshing floor, as the legitimate 
share o£ the king,^ though the proportion might rise to one-fourth Jn 
times of war and other emergencies. The plan of fixing a certain share 
of the gross produce offered many advantages in an early stage of society. 
Whatever the land produced was heaped on the threshing floor, and 
in the presence o£ the king's officer the share of the state was abstracted 
from the heap. The demand of the state varied automatically with the 
outturn, and no elaborate system of suspensions and remissions of the 
revenue was necessarv\ But the disadvantages of the plan are equally 
obvious. With the growth of population and extension of cultivation, 
the task of collecting land revenue in kind becomes increasingly difficult. 
Unless a large staff of officers is employed to supervise the division, the 
cultivators will conceal or make away with the grain, or local collectors 
will batten on it at the expense of the cultivator and the state. The 
grain may lie rotting on the threshing floor as the officer of the king 
may not come for a long time to supervise the division. These dis- 
advantages sooner or later compel the adoption of alternative methods 
of collection. For instance, an estimate of the standing a'ops may be 
made and the share of the state fixed accordingly, irrespective of the 
actual outturn realized at the har^'est, wmich may or may not agree wdth 
the estimate. This and similar devices gave place eventually to payment 
in money— a development hastened by the rapid expansion of some of 
the Muslim kingdoms which rendered collection in kind under the 
old system unworkable,- 

The Institutes of Timur represented the first systematic attempt in 
the direction of commuting the state's share of the produce into money. 
The next attempt was made by Sher Shah (1540-5), but his labours 
remained uncompleted owing to the shortness of his reign. The third 
and the most famous settlement wms made under Akbar by his able 
finance minister, Todar Mai. A more scientific and detailed system of 
investigation into the taxable capacity of different soils was undertaken 
as a necessary' preliminaiw to the fixation of the revenue demand. Land 

For further pnrticulars see Report of the Land Revenue Co}zi'n2ission, Bengal 
fic,4o), voL h pars. 13-40. and voL II, ‘Note on the Indian Land System’ by Dr 
Radha Kumud Ivlukerji. 

' See Taxation Enquiry Committee Report, par. 53. 
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was carefully measured and divided into four classes representing 
different grades of fertility. The Government share was fixed at one- 
third of the gross produce. Option to pay in cash based on the average 
prices of food grains during 19 years preceding the settlement was given, 
and the term of the settlement was fixed at nine years- 

Thus tlie Moguls did not introduce any fundamental changes in 
the ancient revenue system of the Hindus, but merely reduced the 
customary and unwritten usages of the Hindu administration to a 
coherent system. They are, however, to be be credited wdth the intro- 
duction of regular records and revenue accounts for the purpose of 
gaining definite knowledge about the financial resources of the state. 
In the Deccan, similar developments took place, notably under Malik 
Amber of Ahmednagar, who established certain revenue rates called the 
ain ('the thing itself*) or essential rates, being one-third of the cash 
value of the gross produce. The Marathas accepted these rates as the 
basis of their system; raisng them to what they called the kamal^ that is, 
maximum or perfect rates payable only by the best lands. In the majority 
of cases, the assessment was not permanent, but in the Deccan, ‘ the 
miras^ tenure had fixed assessment as one of its incidents. The mirasdar 
held his land on permanent heritable tenure subject to the payment of 
a fixed assessment, which he was liable to pay whether the land was 
cultivated or not.*^ In many cases the actual assessment was further 
enhanced by the levy of a number of cesses. This development was 
found to have taken place all over India, wherever the authority of the 
central Government had declined. The proportion of the cesses to the 
standard assessment ranged between 33 and 50 per cent in some cases, as 
in Bengal, according to the calculation of Sir John Shore.^ 

The next most important feature of the history of land revenue 
and tenure is the appearance of revenue farming, a factor of great 
significance in the development of the local system of land tenure in 
more than one province. The institution was designed to ensure a 
steady flow of income into the treasury of the central Government, which 
in the declining days of the Mogul Empire became more and more in- 
capable of controlling the revenue officials in the outlying parts of the 
empire. This system became fairly general in Bengal from the reign of 
Emperor Faxukhsiyar (1713-19). Under it the revenue farmer paid the 
Government nine-tenths of the whole collection and kept the rest as his 
remuneration. But later on a further stage of degeneration was reached, 
when the right of collecting land revenue for a pargana or district was 
sold by public auction to the highest bidders, -who w^ere held responsible 

^ Under the Marathas, there was also a wrell-defined tenure called upri. The 
upri was a tenant-at-will of the Government liable to enhancement of assessment and 
at liberty to take as much land every year as he wished to cultivate. He paid assess 
ment according to the crop he obtained. 

“ G. Keatinge, Rural Economy in the Bomhay Deccan, p. 3. 

* See Taxation Enquiry Committee Report, loc. cit. 
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for paymem o£ ihe amount tlius fixed in one lump sum into the 
Government treasury, retaining for themselves any surplus over it. In 
practice revenue farmers squeezed out of the cultivators as much as they 
could, paying to Government as little as they could. In some cases, 
the Hindu chieftains or rajahs subdued by Mogul arms ivere made 
revenue fai-mers under Imperial tvarrant. Although at first the office 
of the revenue farmer vas not hereditary and ’^vas subject to the super- 
vision of tlie state efneiais, it tended to become hereditary^ as the control 
of the central authority relaxed. The revenue farmer gradually 
consolidated his position by tabing full advantage of the political dis- 
organization and of the special opportunities for self-aggrandizement 
which it held out to him. He pretended to be proprietor of his charge 
by first of all cultivating the lai'ge waste area in addition to his own (sir) 
land, and later on by buying out small neighbouring cultivators by fair 
means or foul. It thus happened that by the time of Lord Corntvallis the 
revenue fanners had evolved into a potvefui body hardly distinguishable 
from lull proprietors. As Roberts puts it in his Historical Geography of 
hi did. * the zamincari^ which tras originally a hereditary contract agency 
for the collection of revenue became something resembling a landlord 
estate The general dislocation in administration during the later yeai's 
oi Mogul rule and the chronic financial embarrassment of the Govern- 
ment made the position of the revenue farmers stronger and stronger, as 
they ^rere the only source of ready money for the Government to draw 
upon. The official organization for controlling land revenue administra- 
tion having disappeared, the revenue farmers' operations were entirely 
unchecked, and the Government xvere so demoralized tlaat they had 
neither the power nor the desire to mitigate the oppression and extortion 
of the villagers at their hands. 

Revenue farming, at first confined to the hlogul Empire and more 
particular!}' to the province of Bengal, soon extended to other parts 
of the coirntry for similar reasons, and even the Marathas, whose revenue 
svstem under Nana Farnavis during the latter half of the eighteenth 
century was universally recognized to be extraordinarily efficient and 
equitable, adopted it under the incompetent rule of the last Peshwa 
soon after the death of Nana Farnavis. It must be noted, however, that 
though the system thus came to be widespread, its effects were not 
uniform. In northern India, w^here it w’as introduced earlier and where 
the central authority w'eakened faster, they were more complete and 
lasting, as shown by the grow'th of the zamindari rights in Bengal, In 
other cases no permanent traces were left, as for example in the Deccan, 
except in the outlying distrias of the Konkan Tvhere the khots who w^ere 

^ All revenue farmers irrespeciive of their origin were called zamindars and some- 
times talukdars — terms which did not necessarily imply any definite proprietary right 
in the land. 
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at one time revenue farmers acquired landlord rights. ^Ldv/ay between 
the two extremes, as in the United Provinces, the revenue farmers succeed- 
ed in acquiring only certain overlord rights. The same was more or 
less the case in the Punjab. The net result of revenue farming and of 
the general disorder characterizing the revenue administration was seen 
in the increasing complexity of land tenures and rights, and tlie 
steady departure from former revenue practices, such as a regular sur\*ey 
and assessment, which had been prevalent since the days of Akbar. Ail 
this made the task of the new British administrators very difficult in 
the absence of any rational plan for administering the land revenue. 
It was quite natural therefore that mistakes were made in the beginning, 
and many years had to pass before a tolerable system was evolved for 
the various provinces. 

Three kinds of land tenure.^ — from the^ intrinsic interesL of 

the.^subject of land tenures, it is necessary to understand it properly, 
because without an adequate knowledge of it, the systems of revenue 
settlements prevalent in different provinces can scarcely become intelligi- 
ble. The type of ^nure,-that is, the way in which land is held, 
deterrmnes, for instance, the person or persons responsible for the 
payment of the~l¥nd “revenue, that is, the form of settlement, tie various 
g-adafions of interest and rights in land, dieir recognition and inter- 
relation and the nature of the unit of assessment adopted. 

‘ The system of land tenure in India exhibits almost every conceiv- 
able variation, from immense estates, containing thousands of tenants, to 
minute holdings of well under an ao-e in size. It is nevertheless possible 
to classify the holdings into certain fairly well-defined groups.’- 
The following are the three main types of land tenure in India, 
(i) First, we have the various forms of landlord tenure, where one person 
or at the most a few joint owners are made responsible in one sum for 
land revenue on the whole estate, as in Bengal, (ii) Secondly, there are 
the smaller estates, essentially of the same character as the first, but with 
certain distinguishing features. They are village estates which are held 
by co-sharing bodies or village communities, the members of which are 
treated as jointly and severally liable for the land re\^enue. We have 
here to deal with a collective or ‘ ideal ’ landlord, (iii) Lastly, land may be 
held in single independent holdings owned severally, though aggregated 
locally in villages, the individual holders being severally responsible 
for the payment of the revenue. These three kinds of tenure are called 
(i) zamindari, (ii) joint village (village community) or mahalwari, and 
(iii) ryotwari, respectively. ^ 


^ For a good deal of the purely descriptive part of this chapter, we are indebted 
to B. H. Baden-Powell, Land-Systems of British India ^ and also to his Land-Revenue 
and Tenure in British India. 

- See India in xgso-iy p. 169. 
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§3- Two main foxms of ¥iiiage constitution.* — It is no^v necessary to 
emphasize the distinction beween viLages in India as regards their 
internal constitution, a factor 'ivhich has an important bearing on the 
nature of the land tenure, and, through the land tenure, on the form of 
the revenue settlement. There are uvo distinct types of villages in 
India, namelv, the ryor.vari or severalty and the landlord or joint village, 
die latter being further subdivided into a number of interesting minor 
varieties.- 

(i) The :yctv:tiy^ -TiUage.-The internal constitution of the ryotwari 
village is comparatively simple. Land is o%vned and cultivated separate- 
ly bv the vai'ious owners, each of whom may have inherited or bought 
his holding, or cleared it from the original jungle. The aggi'egate of 
these separate cultivators, owners and their holdings makes up the 
ryotw'ari villa, ^e. The waste land of the village is the property of the 
Government, though it may be used by the villagers for grazing, wood- 
cutting, etc. Land revenue is assessed on each separate holding and 
the responsibility for its payment is individual. Apart from subjection 
to common village officials and the common enjoyment of the services 
of the village artisans and m^ials, there are no further points of contact 
among the villagers. It follows from all this that the importance of the 
headman or patel and, in general, of the village officials is greater in the 
ryoiwari village than in the landlord village. This form of village is 
universal in Madras, Bombay, Berar and Central India, and was also 
prevalent in the Central Provinces and Bengal before the super- 
imposition of malguzari and zamindari rights respectively. 

(ii) The landlord or joint village—The landlord village, so called, 
may be owned by a single individual landlord or a body of co-sharers 
who may represent a group of ancestrally connected families claiming 
to be regarded collectively as the landlord of the village as already 
existing, or as established by their own foundation, but in either case 
the village is treated as a single unit. The individual or the collective 
landlord has pretensions to be of higher caste than and superior title to 
the other cultivating tenants, though sometimes the co-sharers may them- 
selves cultivate the estate. The waste land of the village is the property 
of the village community as a whole, so that it may be rented to tenants 
and the rents divided among the members of the community, or it may 
be partitioned or brought under cultivation without the leave of the 
Government. The whole estate is assessed to one sum of land revenue 
for which the whole body of co-sharers are jointly and severally respon- 
sible, although special exemption from joint responsibility may be 
secured and the individual share of land revenue may be separated out 

* For the interesting but controversial question of the origin and of the forms of 
the village in India, see Baden-Powell, Land-‘R avenue and Tenure in British India, 
pp. 88-90. 

* See Baden-Powell, Land-Systems of British India, vol. I, ch. iv. 
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by a particular co-sharer with the permission of the Government. The 
common affairs of the village were originally managed by panchayats or 
representative bodies consisting of the leading co-sharing families. 
Strictly speaking, there is no single village headman, although an 
individual may be selected as the lambardar to represent the village- 
community in its dealings with the Government, especially in connexion 
with land revenue settlement. This type of village is particularly strong- 
ly developed in the Punjab and is mostly connected with Mohammedan 
ideas as contradistinguished from the ryotwari village, which is associated 
with Hindu government and Hindu ideas. It is also found among the 
Jat, Gujar and other tribes in the central Punjab, as well as among 
the conquering Aryan tribes and descendants of chiefs and nobles in 
other parts. 

§4. Constitution and types of joint or landlord villages.— Turning to 
further details of the internal constitution of such villages, we may refer 
to three distinct varieties depending on the principle according to which 
the co-sharers allot the land or the profits and produce of the land, 
(i) First of all we have ancestral villages, where there is the ancestral 
or family share system under which each member of tlie co-sharing body 
takes the fraction of the whole which his place on the genealogical tree 
points out. There are the following types of ancestral villages : 
(a) villages held by a joint body undivided as in the case of a joint 
undivided family, (&) those divided under the ancestral share system 
(pattidari), and (c) those partially divided on the ancestral system (im- 
perfect pattidari). (ii) Secondly, there are non-ancestral villages "where 
there are special customary systems of sharing under the true bhaiachara^ 
principles of (a) sharing in equal lots made up artificially of various 
strips of land, (b) sharing by ploughs, in which land is assigned according 
to the number of ploughs owned, or (c) with reference to shares in water, 
or (d) shares in wells. In all these cases, however, allotments are still 
regarded as shares of a jointly owned whole, (iii) Thirdly, there is the 
system of de facto holdings where there is no specific rule of sharing, 
and the existing holdings are recognized as such. 

In the ancestral villages, the revenue burden is proportioned to 
the fractional share in the estate, more or less nearly and in principle. 
V7hile in the case of the non-ancestral forms, the revenue burden is 
proportioned to the actual holdings according to the bhaiachara or 
de facto holding principle. 

These three different rules of sharing must be regarded as being 
the outcome of one or other of the three possible ways in ^vhich all 
joint or landlord villages have been formed, namely, (i) they -were 
either bodies who have jointly succeeded to a village at first held b\ 
one common ancestor, who in his turn may have been either a founder, 

^ The term bhaiachara is officially used in a more general sense and covers al 
variations of the non-ancestral landlord villages. 
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or a grantee, or a revenue tanner, or again a ruling chief reduced to the 
position of a landlord, as in the United Provinces, or (ii) they are bodies 
made up of a certain number of families belonging to an immigrating 
or conquering clan tchich ailoited the area according to its customary 
methods, or Aiii they are merely co-operative colonizing groups formed 
under circumstances vrhich led them to establish cultivation on the 
joint-stock principle. 

It may be noted here that over the village landlord bodies a superior 
overlorcship may occasionally arise as in the case of the Oudh and 
Agi'a talukdai's, v/ho are overlords over a number of village communities. 
The latter, however, retain the same essential principles as in the case of 
independent village communities. The origin of these overlord rights 
is similar to that of the independent landlord villages themselves. 
lo. Landlord estates includmg more than one Yillage estate. — Some 
landlord estates extend over a larger area than a village, perhaps a 
ivhole district or pargana, although the component villages even here 
do not ;ose all their importance. The origin of these bigger landlord 
estates does not present any special features and is accounted fdr as in 
the case of village estates. The present land-holder may be a descendant 
of a former territorial chief or ruler, or of a revenue farmer or other 
land official, or of a ,grantee of the state, jagirdar or inaindar. Such 
landlord estates owned by zamindars exist on a large scale in Bengal, 
and in Oudh. and Agra to some extent, where we have the talukdar 
class. They are quite exceptional in the Punjab. In the Central 
Provinces, the estates of the special class of landlords called malguzars 
occupy a very large proportion of the total area of the province, but 
they are not landlords in the Bengal sense. In Boxnbav, there is a varietv 
of landlord estates. Apart from the class of jagirdars and inamdars,. 
there are the Gujarat taliikdars and khots on the tcest coast of the 
Deccan coming under this category. In Madras, especiallv in the 
northern part, there are several great zamindars of the Bengal type. 

This suiv^ey of the (proprietaiyo land tenures in India brings out 
the enormous complexity and great variety of forms that have been 
developed as the result of several historical factors, such as wars and 
invasions, tribal and local conquests, the rise and fall of ruling families 
and so on. To the right by first clearing, which must have been 
originally of primaiy^ importance, has been super-added the right by 
conquest, grant or natural superiority, etc, 

>6- Sub'proprietary and tenant rights. — In this process of super-impo- 
sition of rights one upon another as the result of conquest, gr^t, or 
revenue farming, as new overlord rights may be created so also original 
proprietary rights may degenerate into sub-proprietary or tenant rights. 
In some cases, the ex-proprietors were able to maintain a privileged 
position even under an overlord, and the recognition of the person at 
the head as the proprietor made the recognition of others below also 
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necessary. The confusion that characterized landed rights, specially the 
large number of grades of landed rights, made the recognition of these 
rights very difficult. 

In the ryottvari tracts, the question was very simple in the absence 
of any considerable overgrowth of rights. In most cases the cultivator 
was also the landlord. Where tenants were employed there was no 
doubt that they were ordinary contract tenants created by the owner 
and therefore not requiring any legal recognition. In a few^ cases at the 
most, there might be a loose overlord right which could be sufficiently 
provided for by the payment of a fixed rent charge by the actual 
proprietor. But in the zamindari tracts and the joint village estates, 
the position was much more complex, a number of intermediate grades 
having come into existence. Baden-Powell gives the table below to 
illustrate the various interests that may intervene between the Govern- 
ment, tvith their revenue rights and their occasional direct ownership of 
land as the fountain-head of rights at the top, and the actual cultivator, 
wherever he has any permanent right to occupation, at the bottom.^ 
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(i) Sub-proprietary rights.— The main characteristic of the sub- 
proprietary tenure is that the holder is the ®wner in full as regards his 
particular holding has no part in^ the whole estate or its profits 
and no voice in its management. The illustrations of this category are 
found in Bengal, where certain persons known as tenure-holders have 
been granted a privileged status of permanent, heritable and trz^nsferahle 
tenure held at fixed payment, because they were able to maintain such 

^ See Baden-Powell, Land-Revenue and Tenure in British India, p. 129. Cf. ‘In 
one estate in Bakargan] there are as many as thirty intermediate (between the pro- 
prietor and the cultivator) tenures one under another ’ — Report of the Bengal Banking 
Enquiry Committee, par. 17. ‘ The promise given by the East India Company never 

to alter the assessment [in Bengal] followed as it was by the gradual growth of the 
zamindars’ profits, encouraged subinfeudation and brought into existence a body of 
tenure-holders vastly outnumbering the original zamindars.'— of the Land Reve- 
nue Commission, Bengal, vol. I, par. 77- 



IXDL\X ECONOMICS 


^65 

'd position in spite o: the eunerai predominance of the zamindar class. 
The difhcuity o: dennine their status led subsequently to the adoption 
of the rule, made under tlie Act of 1885, that ail those persons belo^e 
the zamindar ou-niug one hundred bighas of land ^vere entitled to the 
Status of a tenure-holder. 

AnrnLer modern instance oi sucii rights is provided by the class 
ol puthdars v;ho trere .given a permanent managing lease for a part of 
the estate bt the zaniindars rrho found their estates too iimvieldly and 
v'L-re diesirous of sharing their revenue responsibility tvith others. The 
pattidars in their turn often created tenants called dirpattidars endowed 
ivith shniiar privileges and charged with parallel revenue responsibilities. 
Such lights were recognized by die Bengal Regulation of 1819. 

Still another class of sub-proprietors is found in those cases tvhere 
the present propiietary landlord body has grown over an earlier group ; 
certain families would be able to maintain their position paying only 
Government assessment and no rent to the superior landlord in respect 
of their holdings. In the Central Provinces, the artificial creation of the 
malguzars. under the influence of the earlier policy followed in upper 
India, of fixing revenue responsibility on one landlord for each village, 
even tvhen originally rv'oiwari in character, necessitated the recognition 
of sub-proprietary rights. Lastly, in Oudh, occasionally enthe village 
bodies were able to preserve their rights of independent management 
subject to the payment of a fixed rent to the overlord taiukdar. Their 
sub-proprietary rights have been recognized by a separate sub-settlement 
with them fixing their rent payment to the taiukdar with whom the 
main settlement is eSected by the Government. 

(ii/ Tenant-rlghts.^--\\' e may now proceed to deal with tenant rights, 
not o£ the ordinary contract tenants, but of those holding some privileged 
position. Eirst we shall concentrate on a description of the features 
cemmon to all the provinces (prevalent before the enactment of tenancy 
legislation after the inauguration of provincial autonomy in 1937) without 
entering into minute details relating to every particular province. The 
same general features that account for the rise of the landlord and over- 
lord rights explain the existence of tenant rights of different grades. 
Those w'ho are now classed as tenants in the case of landlord estates, 
joint or individual, must at one time have enjoyed a superior status. 
The more complete the landlord or the overlord rights and the greater 
the opportunities and time at the disposal of persons acquiring these 
rights, the more wdll the low^er grades sink in point of status. Thus 
different grades of tenant rights would arise depending on the strength 
of the pressure exerted from above. There were two difficulties regard- 
ing the recognition and definition of these tenant rights by the British 
administration : one w^as that not in all cases w^as direct proof obtainable 

See Baden-Powell. op. cit., ch. vii, section 5, and Taxation Enquiry Committee 
Report, par, 60, 
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o£ a former superior status enjoyed by the tenants ; and the second 
difficulty was that, besides persons entitled to recognition on the ground 
of a former proprietary status, were also other tenants who were in a 
sense a privileged class, because they were brought in by the landlords 
on a contract basis, but at a time when tenants were too valuable to be 
ejected. The result was that a distinction between natural and artihciai 
tenants had to be adopted. The natural tenants were those in whose 
favour definite facts could be asserted and proved ; the artificial tenants 
were those who were not able to adduce any definite proof of the 
circumstances and origin of their tenant rights. To meet the case of the 
artificial tenants, the twelve-year rule was adopted in Bengal, Agra, and, 
to a limited extent, in the Central Provinces. In Bengal and Agra, the 
Tenancy Act of 1859 provided for the recognition of a tenant as 
occupancy tenant, if he had cultivated the same land continuously for 
twelve years. The Act was, however, evaded by landlords who made 
it impossible for any tenant to hold the same piece of land continuously 
for the required period, and it was therefore amended in Bengal in 1885. 
Cultivation was now required, not necessarily of the same piece of land, 
but of some land in the same village continuously for twelve years- 
The Tenancy Act of 1928 declared holdings to be transferable subject 
to a transfer fee, and the landlord was given the right of pre-emption. 
It further considerably strengthened the right of under-ryots and divided 
them into three classes entitled to different degrees of protection.^ 

In Agra, the Act was not formally amended as in Bengal (1885), 
but a number of restrictions w^ere imposed by an Act passed in 1901, 
so as to prevent tlie landlord from defeating the provisions of the law.^ 
The Act of 1901 was revised in 1926 on the lines of the amendments 
made in the Oudh Rent Act in 1921, viz., the conferment of life tenures 
on non-occupancy tenants and in return a large extension of the sir 
(home farm) rights of landlords. The heirs of the statutory tenants-^ 
^vere allov/ed to hold on for five years. The addition t 2 ius made to the 
sir land was excessive. The Tenancy Act (1939) in the United Provinces 
seeks to restrict the sir land in the interests of tenants (see §9 (ii) below). 
In Oudh, occupancy rights, at first limited under the Act of 1886 to 
tenants who, having once enjoyed proprietary rights had lost them, were 
extended subsequently to ex-proprietors whose proprietary rights were 
transferred by sale or execution. 

In the Punjab, the right of occupanq^ can be acquired only by tenants 
whose claims are based on certain historical grounds and not by mere 
lapse of time. The Punjab Act of 1887 defines occupancy tenants as those , 
who, for two generations, have paid neither rent nor sei-vdces to the 
proprietor, but only their share of Government assessment. 

^ Report of the Land Revenue Commission, Bengal^ vol. I, par. 71. 

2 For furth^ particulars regarding rent legislation in Agra ‘and Oudh. see the- 
Report of the United Provinces Banking Enquiry Committee, pars. 327-8. 
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111 the Central Province^ also, the twelve-year rule was applied at 
first, but later on it v.'as given up in lavour 01 an arrangement which 
allowed Durcliase oi occuuancv ri^ihts at two-and-a-haif times the annual 

X i . 

rental, Thh in its tum was superseded by another rule framed in 
1920 which recognized two classes of occupancy tenants, both having 
transferable rights subject to certain conditions. 

In the zamindar: estates in Madras every ryot who possessed ryoti 
land ::ha: is, land which is not the home farm or the sir land of the 
proprietor I at the time of the passing of the Estates Land Act of 190S 
.modelled on the Bengal Act of 1885), and every ryot admitted by the 
landlord to the possession of ryoti land, has a permanent right of 
occupancy. His position has thus been assimilated to that of the 
occupant in ryotwari areas. 

In Bombay, the special Act of 1880 dealing with the khots protected 
the old residential tenants in the same manner as occupancy tenants 
elsewhere. There are also other cases of special tenure, such as the 
talukdari tenure, which are dealt with under the Special Act of 1862. 

57. Other than occupancy tenants. — We have devoted so much atten- 
tion mainly to occupancy^ tenants for the reason that they constitute by 
far the most important class of privileged tenants in landlord areas. It 
is necessary, however, to add that there are several other classes of 
tenants occupying a status in some cases higher and in others lower than 
occupancy' tenants. By way of illustration, we may refer to the superior 
class of tenants in Bengal known as tenme-holders and already mentioned 
above, and ryots at fixed rates who can neither be ejected nor made liable 
to enhancement of rent. Similarly, in the United Provinces, in the 
permanently-settled districts of Benares, there ai'e certain tenants at 
fixed rates. Again, in the Central Provinces, -we have the class of 
' absolute occupancy tenants ' recognized at the first settlement as holding 
an exceptionally strong position. These cannot be ejected practically 
for any reason whatever. They pay a privileged rent which, moreover, 
is fixed by the Settlement OflScer for the %vhole term of the settlement. 
On the other hand, there are certain inferior tenants comparable to the 
tenants-at-will in ryotwari areas but enjoying a certain amount of 
groieaion not available to the latter. 

1^8. General features of occupancy privilege.— We may now briefly in- 
dicate the nature of the protection enjoyed by occupancy tenants, 
(i) There is a limit to the enhancement of the rent both as regards the 
amount and the period w'hich must elapse before it can be increased. 
Enhancement can occur only as a result of agreement or by decree of 
a court on specific grounds. The grounds for enhancement recognized 
by the court in the event of a suit are lightness of rent as compared with 
neighbouring land, advance of prices, or improvement in the productivity 
of land due to the enterprise of the proprietor, or to fluvial action. The 
tenant can sue for a reduction of rent on the ground of j>ermanent deteri- 
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oration of the soil or a permanent fall in local prices. In the Central 
Provinces, the rent is fixed by the Settlement 0£&cer as in the case of ab- 
solute occupancy tenants, but not for the ivhole term of settlement, being 
liable to revision every ten years. In Madras, rent cannot be increased by 
more than twelve and a half per cent at one time, (ii) There are certain 
provisions protecting the occupancy tenant from ejectment except in 
special circumstances. Provisions in this connexion are really comple- 
mentary to those in connexion with enhancement of rent. Either set of 
provisions would be useless unless supplemented by the other, (iii) The 
occupancy right is hereditary and can be alienated, that is, parted with, 
or transferred outside the family on certain conditions, (iv) There are 
certain laws of disp'aint for rent securing the exemption of cattle, tools, 
seed-grain and so on. Further, in every case proper notice to quit is re- 
quired, and payment of rent is by instalments, (v) RemLsions and suspen- 
sions of land revenue granted by the Government to landlords in a bad 
year must be followed by corresponding concessions granted to tenants by 
landlords, (vi) Lastly, the right to make improvements on the land 
without enhancement of rent is also protected within certain limits, or 
in the event of higher rent being charged, compensation must be 
allowed. 

In short, the aim of these rules is to confer on tenants the privilege 
of the three F's— fair rent, fixity of tenure and free transfer— as in the 
case of the Irish land legislation. 

§9. New drive for tenancy legislation in zamindari proYinces.—During 
the last few years, especially after the introduction of Provincial 
Autonomy on i April 1937 and the assumption of office by the Congress 
Party in eight provinces, opinion hardened against the age-long insti-. 
tution of zamindari and the result was noticeable in the measures for 
tenancy reform initiated in almost every province. These measures 
are briefly reviewed below. 

(i) Bihar.— Soon after the Congress Government came into power 
the Bihar Government initiated legislation calculated to redress the 
grievances of the peasants and confer on them rights and concessions 
which directly diminish the power and prestige of the zamindars, who 
were, however, discreet enough to read the signs of the times and agree 
to a compromise. Reduction in rents to the level of 1911, abolition 
of the method of recovering rents in kind, exemption of enhancement 
for a period of fifteen years, withdrawal of the zamindar's right of 
claiming damages in case of arrears of rent, the reduction in the rate 
of interest on such arrears to 6^ per cent, the conferment of hereditary 
rights including the right to dig wells, build houses and plant trees, on 
tenants who have occupied lands in a village for twelve years and, 
protection against eviction— which is not permitted except in the case 
of land being rendered unfit for cultivation— are the principal features 
of the Bihar Tenancy Act (1938). The only right after all this that 
1—24 
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tile landlord possesse" is to get iiis rent from occupancy tenants. 
The number o£ non-occupancp tenants in the province is almost 
negligible. 

'ii; Thr Arot’ : The labours of the Congress Ministry, 

spread over nv’O yeai'S, culminated in the passing of the United Provinces 
Tenancy Aci, in December 1939, ^vhich consolidates and amends the 
tenanq/ la’ivs 01 Agra and Oudh in tiie light of the findings of a committee 
appointed earlier to inquire into the problem of land tenure in the 
province. The most important provision of the Act is that which confers 
hereditary rights on all but a small fraction of such tenants as are not 
at present in enjoyment of occiipanc}^ rights. The most striking addition 
to tenants ’^viih hereditary’ rights is obtained from tenants on sii' (home 
fam) land, to whom under the present law no tenancy right accrues. 
The Act restricts the grant of sir rights ('relating to tenancy at will) 
paying land revenue not exceeding Rs. too to small landholders and 
limits the area to 50 acres in the case of large landholders. The current 
rent rates were to remain in force for the time being, but were to be 
reduced within five years to the level of rents prevailing between 1896 
and 1905. Once determined the rent rates w’ere not to be ordinarily 
revised for,, a period of 20 years. Rent is to be remitted or suspended dur- 
ing periods of natural calamities and resettled during periods of economic 
calamity such as a slump in prices. Ejectment will be allowed only in 
case of prolonged default. The rate of interest on arrears of rent will 
be reduced to per cent. 

(iii) Ori55a.~In Orissa, the Madras Estates Land (Orissa Amend- 
ment) Bill (1938), failed to secure the assent of the Governor- 
General, who in a communication (February’ 1941) to the Governor of 
Orissa pointed out his inability to alloyv the bill to become law firstlv 
because the Congress Ministry rvhich had sponsored it had not taken 
the precaution of general preliminary investigation of the complicated 
agrmian issues involved, secondly because the rent reduction proposed 
Tiyas arbitrary and drastic and bore no relation to the fall in prices, and 
finally because it was not possible to redraft the bill w’ithout defeating 
its main object as the Ministry was no longer in office.^ In May 1938, 
the Orissa Tenancy Amendment Bill had been passed bv the legislature. 
Like the other bill, this bill also raised a storm of protest from the 
zaoindars. Tire Orissa Assembly passed unanimously a resolution in 
September 1939 favouring the introduction of legislation for enabling 
the Government to purchase zamindari estates on a voluntary basis as 
far as possible. 

fiv) Bengal.— ’The Bengal Tenancy Act of 1938 provides for the 
abolition o£ illegal exactions and cesses levied on tenants, of the right of 
pre-emption enjoyed so far by the landlord (this right being given to 
co-sharer tenants instead^, of the transfer fee (salami) payable to the latter 

^ The Times of India, S February 1941. 
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and of the right to realize rent by certificate procedure. The tenant has 
been given the right to recover his diluvial land within 20 years on 
payment of only 4 years’ rent. The under-ryot has been given rights 
similar to those enjoyed by occupancy ryots^ and the rate of interest 
payable on arrears of rent has been reduced to 61^4 per cent. The new 
Act further provides for the suspension of all provisions relating to 
the enhancement of rent for a period of 10 years.^ The Act was 
regai’ded by the Bengal Government as a first step in dealing with the 
urgent grievances of tenants. A Commission was therefore appointed 
to undertake generally an examination of the existing land revenue 
system of Bengal in its various aspects with special reference to the 
Permanent Settlement (see §32 below). 

(v) Madras —The Congress Ministry of Madras sponsored a bill to 
amend the law (Madras Estates Land Act) relating to tlie holding of 
land in the province in January 1939. It was based on the recommenda- 
tions made by the majority of the Estates Land Enquiry Committee. 
The bill declared the right of the ryot (pattidar) to the soil and the 
right over standing crops of the zamindar. According to the bill, the 
rent payable to the zamindar (like the peishkush payable by the zamindar 
to the Government fixed in perpetuity in 1802) was to be unalterable. 
Provision Tvas made for the enforcement of rights and liabilities of the 
ryots and the landlords on this basis.^ « 

The bill however did not reach the statute book o'vving to the strong 
opposition of the zamindars. 

(vi) Central Provinces.— The Congress Ministry in the Central 
Provinces succeeded in enacting the Central Provinces Tenancy Bill 
(1939) drafted in the light of the recommendations made by the Revenue 
Committee appointed earlier by the Government to consolidate the 
existing land revenue and tenancy law of the province. The passage of 
the bill, which aims at overhauling the land and tenancy system of the 
province and seeks to confer on occupancy tenants the right to transfer 
their holdings, was marked by an acute controversy and province-wide 
agitation. 

§10. Tenancy in ryotwari provinces. — Here, as a general rule, there has 
until recent times been comparatively little artificial growth of a land- 
lord or middleman class between the cultivator and the state. 
Therefore the necessity for recognizing the subordinate rights and 
varieties of tenancy which need such careful treatment in north Indian 
settlements has not been felt so urgently. As 'we have already seen, 
there are some landlord estates even in ryotwari provinces, as in the 
case of Madras zamindars or the Bombay khots and talukdars, and most 
of these cases, as we have just noted, have been provided for by special 
Tenancs' Acts. As regards the ordinary contractual tenants under 


^ Report of the Land Revenue Commission, Bengal, vol. I, par. 6S. 
“ See The Hindu, 27 January 1939. 
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ryouvari holders eiu::cr in hladras or Bombay, or any otlier province 
where the ryot^/ari sysneni is mainly in force, there until recently 
no special k'^isladon intended to protect them from arbitrary rent en- 
hancement or summary eviction, although, of course, the general tenancy 
law was a^aiiaoie nor enforcing the terms of an agreement, if any, bet- 
ween the two parties, or failing an agreement, the dictates of any parti- 
cular usages ot the locality in question. The increase in the number of 
tenancies, the passsing of land into the hands of non-cultivating classes 
in consequence oi the disintegration of the village community and 
deterioration of agriculture, and the excessive competition among tenants 
for land, leading to growth of rent rates, have gradually created a situa- 
tion in ryonvari areas which needs to be met by tenancy legislation on 
lines similar to those adopted in zamindari provinces. 

The Bombay Tenancy Act (1939). — The need for tenancv legis- 
lation in Bombay has been realized for some veai's past. It was, 
however, left to the Congress Ministry of Bombay to make a move in 
the matter and as a result the Bombay Tenancy Act was passed in 
October 1939. It received the assent of the Governor-General in April 
1940 and in 1941 came into force in selected areas in the province^ 

As pointed out in the statement of the objects and reasons 
accompanying the Tenancy Bill, the provisions of the Bombay Land 
Revenue Code, 1879, and the Khoti Settlement Act, 1880, -which regulat- 
ed the relations between landlords and tenants in the province, had 
been found to be unsatisfactory in several respects.- Many tenants who 
had held the same land for generations had not obtained rights of 
permanency but continued to be tenants-at-will liable to be deprived 
of their tenancy^ at the will of their landlords, and had in consequence 
no incentive to make improvements, for which further they might be 
asked to pay higher rents. Even permanent tenants -were sometimes 
subjected to levies sanctioned by local usage or custom and to forced 
or ill-remunerated labour. It w-'as the tenants of large landowners, 
whether in khalsa or alienated villages, who were particularly exposed 
to these disadvantages. The Tenancy Act therefore give special pro- 
tection to tenants of such landlords. 

The Act created a new class of ‘ protected tenants ’ and provided 
for the protection from eviction of those who had held land in tenanc\^ 
continuously for a period of not less than six years immediately preced- 

^ January^ ^.nd had cultivated such land personally during the 
aforesaid period. Tenants evicted after 1 April 1937 ivere to be deem- 


Mn a Press Note issued by tbe Government of Bombay in April 1941 it is ex- 
plained that in view of its complicated character, the numerous administrative problems 
of a complex nature presented by it and the substantial changes in the economic 
structure of the province involved in it, it is desirable to enforce the new Tenancv Act 
in selected areas. 

" See Bomhay Government Gazette, 26 August 1938, pp. 497-511. 
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ed protected tenants under certain conditions. The securin’ o£ 
tenure is, however, subject to certain conditions, viz. the desire of the 
landlord to cultivate the land himself, or to use it for a non-agricultural 
purpose, failure by a tenant to pay rent, bad or injurious tenancy’, 
sub-letting the land instead of cultivating it himself. A protected tenant 
is entitled to compensation on eviction where he has made any 
improvement on the land held by him, and his tenancy is transferable 
to his heirs under certain restrictions ; but his rights cannot be 
mortgaged or otherwise alienated, nor will they be liable to seizure, 
attachment and sale by process of any court. The Act also provides 
procedure for determining the reasonable rent payable by the protected 
tenant in the absence of an agreement with his landlord or of local 
usage. The fair rent is to be determined by the mamlatdar in 
accordance with a specified procedure, and an appeal against his decision 
to a First-class Subordinate Judge is permitted. 

The Act confers certain benefits on all classes of tenants. For 
instance, the exaction by landlords of any cess, rate, tax or service from 
any tenant other than the rent lawfully due is forbidden on pain of a 
heavy fine. For some areas the Government may fix the maximum rate 
of rent payable by tenants. Whenever the Government grants suspension 
or remission of land revenue assessments, landlords must give a 
corresponding suspension or remission of rent to their tenants. This 
provision, however, does not apply to crop-share rents. 

All tenants are entitled during the continuance of their tenancy 
to the produce and wood of trees planted by them on their lands. They 
are also entitled to compensation for those trees on the termination of 
their tenancy. Relief against termination of tenancy is granted in certain 
cases. 

Under clause 23 of the Act no agricultural lease can be made . 
for less than ten years, in order that tenants may be encouraged to 
improve the lands and to secure a better return for their labour. 

The new Bombay Tenancy Act is designed to secure for the tenants 
fixity of tenure and protection against rack-renting. All tenants are 
entitled to certain benefits under the Act, but for a new class of ‘ protected 
tenants ’ created by it there are, as stated above, additional benefits 
including that of permanent tenancy. Further protection to tenants 
is proposed by a Bill passed in October 1946 by the Bombay Legislative 
Council. 

§12. What is a Settlement? — The ground being prepared by a prelimi- 
nary study of land tenures, we are now in a position to consider land 
revenue settlements. W hat is t echnically called a settlem ent o f land 
reve nue consist s of the determination of ~ (i) the share of"^the produce 

the rental to, which the state is entitledr (ii) th^. .person or persons 
liable to pay it; and (iii) the . record of all the private rights and 
^terests in the land. As previously stated, the last item is particularly 
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iiaportan: in landX,:':'. individual or joint, -where there is a regular 

graduation of fancied rights and interests that have to recognized. 

^lo. Requisites cf a settlement/ — Three principal stages in the process 
of land revenue settlement may be distinguished: (i) preparation or a 
cadastrai record : ii assessment of revenue ; and (dii) collection of the 
revenue a^ses^eJ. 

The rudriU':: r^’co/'d.— The cadastral record,- which includes 
the t illage map. the fiscal or the revenue record, and the record of rights, 
is prepared i:>y means or a detailed field>to-field survey of the land and 
the demarcation of the boundary lines so as to secure an exact account 
of the cultivable land, the extent of each kind of soil requiring its owri 
rate of assessment, and the preparation of a correct record of rights. From 
this survey, a map is prepared for each village showing the separate hold- 
ings and the area and nature of the culrivable and waste land. To corres- 
pond 'ivith the village map, a field register is usually prepared, and from 
these two, the fiscal or revenue record, showing a correct list of revenue 
payers with the amount shown against their names. These are supple- 
mented by statistical tables and returns illustrating the past history and 
the present condition of the village. Lastly, a record of rights, either 
separate or as an adjunct to the revenue record, is prepared showing 
the tenure of land, and the various rights in the land, such as the rights 
of landlord, co-sharers, sub-proprietors, occupancy tenants, etc., as w^ell 
as the rights created by mortgage, sale, lease and so on. All these records 
are kept up-to-date by a system of public entry and registration of all 
changes. The rights thus recorded are presumed to be legally valid until 
the contraiy is proved. 

(ii) Assessment of revenue.— In order to find the revenue demand 
there is a valuation of the land, the ascertainment of revenue rates and 
the totalling up and adjustment of them. This gives the sum payable 
by the estate or holding. In some cases, subsidiary proceedings to deter- 
mine the distribution of this total among co-sharers and the adjustment 
of tenant rents are necessary.^ The different bases for assessing revenue 
adopted in the various provinces will be considered presently. 

(iii) Collection of revenue : (n) Instalments .— revenue is 

collected not in one sum but in instalments, so as to suit the convenience 
of the revenue payers. The average landlord, for example, cannot pay 
unless the harvest is reaped and the produce marketed- Another con- 
sideration governing the system of instalments is to avoid too great a 
demand for cash at one time, for this is likely to send prices down and 
raise rates of interest to inconvenient levels. 

(h) Procedure for the recovery of revenue arrears.— In respect of 

" See Imperial Gazetteer, vol. IV, ch. vii. 

= ‘ Cadastral ’ liierally means showing the extent, value, and ownership of land 
for taxation. 

* See Baden-P Dwell, op. cit., p. 14S. 
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recovery of arrears, there is a difference between tracts under Permanent 
Settlement and those under Temporary Settlement. In the former, the 
gift of the landlord right was accompanied by the rigorous condition 
that the revenue must be paid with absolute punctuality under threat 
of immediate sale of the estate— a course of action deemed to be preferable 
to the alternative of subjecting a great landlord to the indignity of 
personal imprisonment, or attachment and distraint of movable property. 
In the Temporary Settlement areas, the procedure is less strict and the 
sale of land, instead of being the first step, is usually the last of a series 
of steps. 

(c) Suspension and remission of revenue.— 1l hough, the assessment 
is fixed with reference to average seasons and conditions during the 
period of the settlement, exceptional disasters, widespread or local, such 
as floods, blight, total failure o£ rains or of other sources of irrigation, 
or collapse of prices of agricultural produce, etc., are apt to upset 
all calculations, even assuming that the agriculturist has the will and 
the power to utilize a good harvest as an insurance against a bad year, 
which is rarely the case. In these circumstances, relief graduated 
according to the degree of crop failure is necessary and may take 
the form of suspension, or remission (partial or complete). The 
suspended revenue may be recovered or remitted according to the nature 
of the succeeding harvest. Remission, partial or complete, is granted 
in the case of continued failure of crops over more than one year. 

§14. Classification of settlements. — Settlements fall into two classes ac- 
cording to their duration. Where the share of the state is fixed in per- 
petuity, as in Bengal, it is called a Permanent Settlement ; and where 
it is fixed temporarily for a definite period, it is called a Temporary 
Settlement. The period is 30 years in Bombay, Madras and the United 
Provinces, 20 years in the Central Provinces, and 40 years in the Punjab. 

Settlements may also be classified according to the system of tenure. 
Corresponding to the three main kinds of tenure already indicated, 
and as influenced by them, there are three main kinds of settlement as 
follows 

(i) Settlements for single estates under one landlord. Varieties 
under this heading are : 

(a) Permanent Settlement with the zamindars in Bengal, north 
Madras and Benares. 

(b) Temporary Settlement with the remaining zamindars in 

Bengal.^ 

^ Despite the diversity of settlement systems, * they are all alike in three respects. 
Firstly, the process of assessment is always preceded by the preparation of a sur\"ey 
map and record of rights ; secondly, a soil classification is always made ; and, thirdly, 
the assessment is no longer based on the gross produce, but on the net assets.’ — Sir 
Edward Blunt, The p. 131. 

* A zamindari settlement is not necessarily also a Permanent Settlement and a 
ryotwari settlement is not necessarily a Temporary Settlement. Zamindari settlements 



3T6 


INDIAN ECONOMICS 

{c) Temporary Seitlement with the talukdars of Oudh. 

(ii) Settlements for estates of proprietary bodies, usually village 
communities. These are called mahalwari settlements. Varieties (all 
varieties of this are on a temporary basis) : 

The mahalwari settlement in the United Provinces of 
Aara and Oudh hvhere there are no talukdars but onlv village 
communities 

[b; The maliaiwari settlement o£ the Punjab. 

(Cj The malguzari settlement of the Central Provinces. 

dii; Settlements lor individual occupancies of holdings. \"arieties 
I'all varieties under this are on a temporary basis) : 

(a) The ryonvari system of Madras. 

(b) The ryotivari system of Bombay and Berar. 

(c) Special systems (in principle ryotwari, but not ofl&ciaily 
so called^ of Assam and Coorg. 

Every settlement must thus belong to one or other of the three 
classes mentioned above and must be either temporary or permanent.^ 
§ 15 . Zamindari settlements: Permanent Settlement in Bengal. — We 
have already seen how the development of revenue farming, particularly 
in Bengal, led to the supersession of the old ryots by a new body of 
landlords knoivii as zamindars. We have also pointed out how, owing 
to the disruption of the Mogul Empire, the old regular system of revenue 
administration evolved by Akbar had fallen into hopeless decay, and 
the cultivators were ground down by the exactions of the zamindar on 
the one hand, and on the other, by the numberless extra imposts levied 
on the land by the provincial rulers. , The pos ition, if any thingj^ was 
made much worse in the early years of the Company’s rule after the 
grant of the Diwani in 1765. The confusion was worse confounded by 
diver's ^ dual government system, under w^hich neither the Nabob’s 
revenue ofBcers nor the East India Company’s serv^ants felt any respon- 
sibility for the good government of the countrj% with the result that 
, the people were oppressed by both and protected by neither. The 
Buper\’isors of revenue appointed in 1769 to protect the cultivator from 
the exaction of zamindars, being young and inexperienced ofi&cers, did 
not in the least set matters right, especially as the kanungo, and the 
zamindars, who alone possessed the required information, refused to 
part with it. The terrible famine of 1770 served only to intensify the 
difficulties. The Court of Directors decided in 1772 to stand forth as 

are temporary, for example, in Oudh. Again, there is nothing to prevent a ry’Ofwari 
settlement from being permanent, though, as it happens, there is apparently no actual 
instance of this. 

^ In 1928-9, the total acreage of ryotwari holdings was 334,598,000 or 51 per cent 
cf the total area ; of permanently settled zamindari or village community holdings 
121,017,700 or 19 per cent of the total area; and of temporarily settled zamindari or 
village connmunity holdings 198,902,000 or 30 per cent of the total area {India in 
1Q30-1, p. 269). 
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the Diwan, and instructed Warren Hastings to assume the direa admini- 
stration of revenue. He improved, to some small extent, the machineiv' 
of collection by appointing Collectors, and subsequently by a'eating 
DNisional, Provincial and Central Boards of Revenue. The change 
in the method of assessment, however, proved disastrous. At first quin- 
quennial and then annual leases for the collection of revenue were sold 
by public auction to the highest bidders, setting aside the existing 
2amindars and encouraging the introduction of capitalists and specu- 
lators, who tried to screw out of the peasants the utmost they could 
by way of rents and additional illegal cesses on land. The deplorable 
state of the finances of the East India Company and its anxiety to give 
high dividends to its shareholders was at the root of the new system. 

It was chiefly to straighten out these matters and to relieve the agricul- 
ture, distress in Bengal that Lord Cornwallis came out to India in 
'"'1786. 

" The most important measure of the administration of Lord 
Cornwallis is the Permanent Settlement of Bengal. The idea of fixing 
the state demand in perpetuity, first mooted by Francis and later on 
adopted by Fox in his India Bill, was ultimately recommended to the 
Indian authorities by the Court of Directors in 1785, but it was left to 
Lord Cornwallis, assisted by Sir John Shore, to carry out the policy of 
j^ermanent Settlement in Bengal. After inquiries lasting for three years, 
a settlement was made with the zamindars, who were declared full 
proprietors of the areas over which their revenue collection extended, 
so that they might have some legal status ^ which would enable them 
to fulfil their obligation to the Government, and to induce them to 
take an interest in their estates. This right was, however, subject to 
the payment of land revenue and to liability to have the estate sold 
for failure to pay, no excuses, such as drought or famine, being 
accepted for non-payment. The Government also reserved the right' 
to introduce any measures they might think necessary ‘ for the protection 
and welfare of the dependent talukdars, ryots and other cultivators of 
the soil The assessment was fixed approximately at ten-elevenths of 
what the zamindars received as rent from the ryots, the remaining one- 
eleventh being left as the return for their trouble and responsibility. 
The revenue liability was fixed in a rough and ready fashion without 
any survey or record of landed rights and interests, or any investigation 
into the productive capacity of the different classes of soils. In i 793 » 
in consultation with the Court of Directors, the settlement was declared 
permanent and the assessment unalterable for ever, and the Government 
specifically undertook not to make any demand upon the zamindars or 
their heirs or successors ' for augmentation of the public assessment in 
consequence of the improvement of their respective estates TThig^ 

^ See Taxation Enquiry Committee Report^ par. 55- See also Report of the Land 
Revenue Commission, Bengal, vol. I, par. 44. 
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primal*} object ot the E:i-z India Company i\as to safeguard the punctual 
receipt of the lafxd rc'i'eiiue. For this purpose the expansion of culti- 
vation was indispensable, and in die opinion of the Directors this could 
only be achieved by permanent settlement. It may be noted here 
that '^vhile Sir John Shore "*ras at one witli Lord Cornwallis so far as 
the reco5;nirioi: of the zainindars tvas concerned, he would have preferred 
to wait for the decennial period of settlement already in force to run 
out before declaring the settlement perpetuah 

il6. Criticism of the zamindarl settlement of 1793 in Bengal. — The 
settlement thus effected is open to criticism on various accounts. In 
the firs: place, the essential preliminaries to any settlement, namely a 
detailed surv'ey, classification of soils and the preparation of a record of 
rights were dispensed with. There were no doubt several reasons for 
this omission. A really scientific survey was, in the then existing circum- 
stances, difficult owing to deficienc}' of trained personnel, etc. Secondly, 
it was thought impolitic to pry into the internal concerns of the estates 
and possibly to excite the distrust of the landlords. As for the ryots, 
it was hoped that the landlords would come to an understanding with 
them and protect their rights. Nevertheless, as Baden-Powell remarks : 

‘ The fact that the Permanent Settlement was made without anv survev, 
and without any record of landed rights and interests, has proved more 
fraught with evil consequences than perhaps any other feature of the 
settlement.’! 

The second great defect of the Permanent Settlement was the 
failure^ the .rights and interests of the :ryots,_who suffered a 

double injustice, first, by losing their proprietary rights, and second- 
ly, by being left almost entir ely to the mercy’ of the zamindars, who 
proceeded to rack-rent th^.- It was erroneously assumed that the 
rights of parties claiming an interest in the land were sufficiently 
established by the customs and usage of the country to enable the Courts 
to protect individual rights. There was, indeed, a general provision 
that leases or pattas were to be given to the ryots specifying the area as 
well as the terms and conditions of the holdings, but in practice this 
was of no avail, as the pattas could not be enforced and also, in some 
cases, because the ryots were unwilling to take them for fear of admitting 
their inferior position and of committing themselves to the acceptance 
of conditions which they did not quite understand. It must, however, 

^ Land-Systems of British India, vol. I, p. 2S9. 

‘The errors [of the Permanent Setilement] were twofold: they consisted, 
Srstly. in the sacrifice of what may be denominated the yeomanry, by merging all 
village rights, whether of property or occupancy, in the all-devouring recognition of 
the zamindar's permanent property in the soil ; and secondly, in the sacrifice of the 
peasantry by one sweeping enactment, which left the zamindar to make his settle- 
ment wdth them on such terms as he might choose to require.’ — Sir J. E. Colebrooke, 
quoted by Sir T. Morison, The Industrial Organisation of an Indian Province, p. 27. 
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be admitted that the sad plight of the ryots was in no small measure due 
to the extremely hea^y assessment, which was exacted t\dth great rigour 
under the existing Sale Law. In the event of default the estate -^vas 
immediately sold by auction. That being so, jt was necessary to assist 
the landlord in realizing the rents due from tenants to enable him to pav 
his Government dues with the absolute punctuality that was insisted 
upon. The zamindars were vested with tvide and arbitrary powers of 
distraint under Regulation VII of 1799. Again, in many cases, the 
landlord, being unable to meet the state demand, had his estate actually- 
sold. Naturally the successor insisted upon a clear title before he could 
be induced to purchase it. This meant a more complete supersession 
of the rights of the ryot and his subjection to more and more extortionate 
demands on the part of the newcomer. The tenant had to w^ait for 
nearly ihree-.quarters oj a century before any attempt was made through 
the tenancy law's of 1859 and 1885 grant him redress from the grie\pus 
WTong he had suffered so long.^ 

It has been asked whether it was absolutely necessary to give such 
unconditional recognition as proprietors to the zamindars. It is often 
asserted that Lord Cornwallis being himself an English landlord, 
laboured under, aristocratic prejudices and desired to create a landed, 
aristocracy here simile to that in England, though the conditions of 
the two countries w^ere widely different. The Permanent Settlement, 
however, was emphatically the ^vork of the Company’s middle-class 
seiwants. Quite possibly the fact that Cornwallis belonged to the 
English aristoa'acy made him readier than he otherwise would have 
been to accept the policy with which his name is associated. But it is 
certainly not true that he was its sole originator and protagonist. 
The other consideration is that when he appeared on the scene, 
he found the zamindars occupying such a strongly entrenched posi- 
tion that it would have been impossible to ignore them and set aside 
the development of a century and go to the root of the problem, as it 
were, trying to search out the original o'vvners of the soil, as opposed to 
the zamindars, who started by being merely farmers o£ revenue. In accept- 
ing the — MccomplL therefore Lord Cornwallis, it may be urged, was 
impelled by the inexorable logic of facts. Further, it must be remember- 
ed that the all-round ruin in which the agriculture of Bengal was then 
involved, partly as the result of the kaleidoscopic changes in the post- 
Diw^ani revenue policy and the terrible famine of 1770, imperatively 
called for some drastic solution. There were thus very cogent reasons 
for some form of zamindari settlement. The entire absence of maps 
and reliable records of the areas and rent of individual holdings made 
a ryotwari settlement impossible. Lack of roads and means of communi- 

^ For the period from 1793 to 1S59 see Report of the Land Revenue Commission, 
Bengal, vol. I, par, 49. 
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cations and absence 01 trained staS capable of direct collection froni 
the cultivators made some form of agency for the collection of revenue 
on contract or commission essential.^ In these circumstances it was felt 
desirable to acknowledge as proprietors the zamindars, who happened 
to be the orJv tvell-established revenue machinery that was available, 
and in whose reco:gni:ion seemed to lie the only chance of agricultural 
revival. 

The third and the most important aspect of the Bengal settlement, 
namely, perpetuity of assessment, is a question not limited to Bengal 
alone but cf much wider importance. It may therefore be reserved 
for treatment at a later stage (see §§31-2 below). 

il 7 . The Permanent Settlement in Benares and Madras. — In Benares 
the British, anxious to follow the Bengal model and as yet not sufficient- 
ly familiar with the peculiar system of joint tenure of land, ignored the 
existence of landlord villages with a strong clan or tribal connexion and 
dealt with one of the chief co-shaxers or some other prominent person 
on a Permanent Settlement basis (1795). Im Madras no definite plan 
was followed until after the cession of Mysore and the Karnatak districts, 
w’hen, although a settlement on ryotwari lines had already been initiated, 
an attempt was made to extend the permanent zamindari settlement to 
the whole Presidency. There w’-as a considerable diversity of opinion as 
to the system to be adopted, but the Court of Directors, impressed by the 
punctuality with wffiich the revenue was paid under Permanent Settle- 
ment in Bengal, instructed the Madras Government to enter into a perma- 
nent engagement with the zamindars. In north Madras and certain parts of 
'south Madras, individual landlords existed, being mostly descendants of 
former ruling chiefs, and no difficulty w^as experienced in settling wdth 
them. In south Madras, how^ever, only a few’ of these landlords— or 
polygars as they w’ere called— w’ere recognized, and the others were dis- 
possessed as a penalty for having resisted the British pow’er. In the major 
portion of the Presidency, how^ever, there W’ere ryotw^ari villages where no 
such intermediaries existed, and in pursuance of the instructions of the 
Court of Directors, an attempt was made to create substitutes out of 
enterprising contractors. The villages w^ere grouped together into arti- 
ficiai districts or parcels and sold by auction to the highest bidders, w-ho 
then became the landlords of the whole estate. This experiment failed 
disastrously as it deserved to do. As Baden-Powell remarks, * the real 
zamindar, in his natural growth of a century and a half, was bad enough ; 
but W’hat could be said for an auction-room landlord ? Of course, the 
system failed miserably.'^ The experiment was therefore abandoned in 
favour of the ryotw’ari system strongly advocated by Munro and develop- 
ed, if not originated, by him. But before the ryotwari system was 
authoritatively adopted, between one-fifth and one-third of the Presidency 

^ See J^cport of the hand Revenue Cofnmission^ Bengalj vol. I, par. 45, 

Lands y stems of British India ^ vol. I, p. 292. 



LAND TENURES AXD REVENUE 


had already come under the Permanent Setdement. The course or 
tenancy legislation for zamindari estates in Madras has already been 
described. 

ilS. Subsequent history of the Permanent Settlement: (a) Under the 
Company.~ln the days of the Company’s rule, M'ellesley, Minto, 
Hastings, Bentinck and Munro had all strongly advocated the extension 
of the Permanent Settlement to other parts of India on the ground that, 
judging from the case of Bengal which had experienced a great revival 
under it, it seemed to hold out sure prospects of rapid agricultural deve- 
lopment. The Dhectors of the East India Company, however, rejected 
the proposals {1820), in spite of solemn pledges given by proclamation 
arid the expectations raised in all parts of the country.^ 

(b) Under the Crown —Aittr the abolition of the Company the 
•question was revived by Lord Canning on the recommendation of 
Colonel Baird-Smith who was deputed in connexion with the severe 
famine of Orissa in i860 to inquire into the causes of, and suggest 
remedies for, such calamities. Sir Charles Wood, w’hile agreeing with 
the recommendation, failed to take any action. Sir Strafford Northcote, 
the next Secretary of State, proposed in 1867 the introduction of the 
Permanent Settlement subject to certain conditions, such as that, where 
So per cent of the cultivable land *was brought under cultivation and 
there was no prospect of canal irrigation increasing the produce by more 
than 20 per cent, the state demand should be fixed in perpetuity. 
These conditions meant in effect that Permanent Settlement was to be 
deferred as long as the land continued to improve in value. Lord 
Kimberley, the Secretary of State, however, finally rejected the proposal 
altogether in 1883 mainly on the ground that the country was as yet 
undeveloped. Since then the attitude of the Government has been to 
regard the question of Permanent Settlement as closed, although from 
time to time echoes of the old controversy of Permanent versus Tempo- 
rary Settlement continue to be heard. The controversy in recent years 
caused by the proposal of the Bengal Land Revenue Commission to scrap 
the zamindari Permanent Settlement of Bengal and introduce a system 
of state purchase of zamindari is reviewed in §32. 

§19. Temporary Settlement with the remaining zamindars in Bengal 
and with the talukdars of Ondh. — Those parts in Bengal that are not 
permanently settled for one reason or another come under a temporary 
settlement, under which the percentage of assets taken is very high, as 
much in fact as 70 per cent, the holders of the settlement being usually 
middlemen, of a class for whom 30 per cent of the assets is regarded as 

^ As Ranade pointed out, ‘ Captain Wingate and his associates who were the 
great pioneers of the Bombay survey always regarded Permanent Settlement as the 
consummation of their land policy, to which the periodical settlements w^ere only 
intended to serve as a preparation and midway introduction — See Report of the 
Land Revenue Assessment Committee, Bombay (1926), p. 72. 
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3 .nipl£ rt:iTiiin.£:r?>tion. A$ to tliG motic of s-sscssmcnt, the system 3 .d.opteci 
in Bengal is identical vrfth that in use in Agi'a which is described below. 

The component yhlapes under the talukdars are so important that 
virtuallv the budh settlement may be regarded as a modified form of 
me joint village settlement svstem which we now proceed to describe. 
Ido Mahal war! settlements, — ^l^e temporary' settlement as developed 
in the Aara province is the typical form adopted in provinces where 
mostiv village communities with landlord rights are dealt with. An 
attempt was at first made to settle the villages on a permanent basis with 
a re'cenue farmer or some other person of note. The Home authorities, 
however, ^^'ould not hear of a permanent settlement, and besides, in 
1S19, Kolt Mackenzie, as secretary to a commission of inquiry, drew 
attention to the existence of village proprietary bodies and pointed out 
that they had to be reckoned xvitli, that the single-landlord ideas derived 
from Bengal could not ^■ery well be applied, that a proper survey and 
a cai'erui record of all rights whatever were indispensable, and that 
permanent settlement as a general measure could not be thought of. 

The question of settlement in Orissa also came up at the same time 
as inquiries ^v^ere set on foot in the North-Western Provinces (now called 
tlie United Provinces of Agra and Oudh), and to deal with both cases 
the famous Regulation 7 of 1S82 was passed. This, together -with later 
amendments, is the chief basis for all subsequent temporary settlements 
wdth landlords and village bodies. 

In Agra, barring a few cases of individual zamindars and Agra 
talukdars, in the majority of cases diere was no person above the village 
bodies. These were therefore settled wdth directly in their collective 
capacity, though a co-sharer of standing and respectability was generally 
selected to undertake the primary liability in connexion with the 
payment of land revenue, and he signed the settlement on behalf of 
all the co-shai'ers, who were made jointly and severally responsible for 
the assessment. .-Vs the overlord rights of the Agra talukdars ^vere very 
much inferior to those of the proprietary rights of the Oudh talukdars, 
their claims Avere disposed of by making the assessment payable by 
village bodies under them just so much higher as was necessary, and 
10 per cent of the land revenue w'as paid as talukdari allowance to 
them directly'' from the Government treasury. Returning to the settle- 
ment with me village communities in Agra, we must note that a 
section of a village or even an individual co-sharer (above a certain 
limit) can move for what is called ' a perfect partition ’ of sepai'ate 
and individual revenue liability, to take the place of joint liability. 
The work of settlement is partly judicial and partly fiscal, referring 
respectively to the ascertainment and record of rights in land on the 
one hand, and, on the other, the assessment of tenant rents. As to the 
settlement, have the usual stages of demarcation, survey, record of 
holdings and rights, and lastly, the assessment itself. 
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§21. Principles of assessment in mahalsrari systems.— The principles 
of assessment which ive are about to describe must be understood 
to apply to all the mahahvari systems. After experimenting with 
several methods, sucli as the valuation of net produce, etc., the Govern- 
ment adopted the following plan of fixing the assessment. Th^ actual 
1 alue of the lands in the village is taken as the basis, dmect or 
indirect, of the assessment. Revenue is technically said to consist of 
‘ a fraction of the assets ’ of the estate as annually received. This frac- 
tion has varied from time to time. It was very high in the beginning 
under the East India Company, being over So per cent A it was reduced 
to 66 per cent in 1833 by Lord William Bentinck ; under the Saharanpur 
Rules of 1855 it was further reduced to about 50 per cent ; and accord- 
ing to ofEcial claims the actual fraction realized in most cases is well 
below 50 per cent at the present time (see also §43). 

The assets mainly consist of (i) the tota l r ents actually receiyed, 
which constitute by far tire most important determining factor'in 
Agra, (iij the calc ulated rental value in the case of lands held by the 
proprietors themselves or allowed by them to be rent free, and (iii) 
certain miscellaneous profits, such as those from valuable waste lands, 
income from grazing, fruits and wild produce, etc. Of these three, the 
■first two, making up ihe rental assets of the estate, are the principal 
factors. 

This is the general principle of assessment in the different mahal- 
wari settlements in Agra, Oudh, the Punjab, and the Central Provinces, 
though there are differences in detail in the various provinces. Actual 
rares^of rent paid at the time of settlement are the basis of the Agra” 
plan. In the Central Provinces, the necessity for securing more per-' 
fectly an equality of incidence of rents has led to the adoption of a 
peculiar method to be noted later on. In the Punjab, since much of 
the land is held by the proprietors or by tenants who pay in kind, a 
direct process of calculating cash rental cannot be followed. It is 
therefore necessary to ascertain a fair rate for all land of a given class 
on the basis of actual cash payments on the specimen holdings ; and 
these representative values are applied to all the lands in the village. 
§22. Mahalwai’l settlement operations in the United Provinces. — At 
the commencement of the settlement operations in the United Pro- 
vinces, the Settlement OfiScer inspects the villages and groups tlrem into 
assessment circles possessing general similarity of soil and physical 
character. The rent for each class of soil As then determined. The 
cliief guide adopted for this purpose is the cash rental of the lands 
Under ordinary crops held by permanent and responsible tenants who 

^ For example in Orissa, in 1S22, it was authoritatively declared to be 83-3 per 
cent of the assets ; in 1S40,' 65 per cent, with a permissive reduction to 60 per cent, 
while at the re-settlement of 1901 it was brought down to 54 per cent (see Land 
Revenue Policy of the Government of India^ p. 13). 
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depend for their livelihood upon their holding. The Settlement Officer 
then determines the rent rate vridi reference to the ascertained rentals, 
after taltins^ into sccotint such factors as means of communication, in- 
crease of population, cop statistics and increase in the area cultivated^ 
Where there are no cash rents, the Settlement Officer takes as his basis 
either the rents paid in the village for similar lands or his own circle 
rates. 

The s\ste?n as applied to Oudh— The Oudh settlement is practic- 
allv the same as in Agra in all its features including assessment, except 
that the settlement is only occasionally tvith village communities, and 
in most cases, single talukdars are dealt with in one sum for an estate 
comprising a greater or less number of villages. The talukdar's revenue 
payment is based on the aggregate of the sums leviable as rent from 
each village in his estate. In some cases, as already seen, where the 
village communities under him have succeeded in preserving their 
rights, a ‘ sub-settlement ' with these is made, and the payment to the 
talukdars is fixed so as to allow for the talukdar's profit, which is in 
no case less than 10 per cent of the land revenue. 

:; 2 o. Mahalwari settlement of the Punjab. — Here we have the same 
system as regards suiwey, record of rights, etc., but there is a difference 
in detail so far as the method of assessment is concerned. There is no 
considerable body of tenants and of such as do exist many pay in kind. 
The Settlement Officer therefore calculates direct revenue rates per acre 
for each kind of soil in the village estate, basing them on what the 
rental assets would be if a cash rent w’ere uniformly paid. For this 
purpose, there is a division* of the area into circles in each of wffiich 
broadly distinguishable classes of soil are adopted. Then certain 
standard rates are fixed after taking a number of fair specimen 
holdings representing each kind of soil and finding out wffiat they 
actually pay in cash, and failing this, what the cash value of the grain 
rental is. These standard rates are utilized as a general basis for the 
assessment. In the Punjab, though theoretically revenue is collected 
not from individual cultivators but from joint holders of village estates 
jointly and severally responsible for it, in practice the share of revenue 
due from each is distributed and can be recovered separately. The 
cultivators therefore are generally in the same position as peasant pro- 
prietors in Bombay and Madras.- Under the Punjab Land Revenue 
Amendment Act (1929) the share of the state has been fixed at one- 
fourth of the net assets an^ the period of settlement has been extended 
to 40 years. (See also §43 below.) 

§ 24 . Malgnzari settlement of the Central ProYinces. — The system in 
the Central Provinces, again, is practically the same as the one in Agra 
so far as the basis of assessment is concerned. There is, however, a 


^ See Taxation Enquiry Committee Report, par. 67. 
* ibid., par. 168. 
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differen£e_in.re.spect jof one important particular. In the Central Pro- 
vinces, the revenues o£ the villages had been farmed out by the Mara-- 
thas to individuals generally called malguzars. The British Govern- 
ment’s anxiety, however, to deal with individual landlords led to the 
conferment of a proprietary status on these and their recognition as 
heads of villages, although the villages here w^ere of the ry^otwari type 
as in Bombay and Madras, consisting of aggregates of cultivators each 
claiming exclusive ownership of his holding. Extensive protection had 
therefore to be given to them, having regard to the fact that from the 
position of proprietors they had been degraded to that of tenants of the 
malguzars. The Settlem ent Ofhcer^therefore has not only to fe^,,the 
revenue demand to be ma.de from the malguzms but also to determine 
the rent payable, by practically all classes of tenants, to the malguzars 
it is obvious therefore that the method of calculating the rental value 
must be more accurate than where it merely serves as a general basis for 
the revenue demand on the pai't of the Government. 

The fixation of rents in the’ Central Provinces is thus a highly 
complicated process and is achieved by an elaborate system of grouping 
and soil classification according to what are called ‘ soil units ’ which 
are intended to be measures of the productive capacity of the soil. ‘ The 
value is assumed to depend on the average net profits of cultivation, 
and to each class of soil in every position a factor is assigned expressing 
its value relatively to other soils, so that the soil unit varies, not only 
with the fertility of the soil, but also with the position of the land.^ 

§25. Ryotwari settlement: the ryotwari system of Madras. — We have 
already noticed above'"^ how the ryotwari system was adopted in Madras 
after the failure of attempts to introduce the Permanent Settlement. 
The principles of settlement are not embodied in any statute and are 
derived from extensive instructions. There is an ac curate su rvey of^ 
each village, and a villagejnap with a descriptive all holdings 

'll" prepared. The .^nds are_cl^si^d ac^rding jto the productive 
capacity of the soil, j^ich^ estimated in^t^ of guantity of some 
one of the ordinary grain crops. The grain value is converted into 
money value a-. Qamiiiuuric^pric^ ]^^^^ generally on an averse 
of ggjcign-famine.y^,^s_previou^ to_the settlem^^^ lYom this, the ex- 
penses of cultivation being deducted, we get the net produce, of which 
about one-half is fixed as the maximum land revenue. There are 
abatements allowed for traders’ profits, and for the distance the grain 
has to be cai'ried to the market, and on account of \udssitudes of season 

^ ‘The fixation of rents which is the most important settlement operation is com- 
plicated by the general and increasing tendency on the part of malguzars to allow 
rents to continue at a low figure and to exact nazaranas on new leases of surrendered 
holdings or on the leasing of land for the first time ’ (Taxation Enquiry Committee 
Report, par. 69). 

“ Taxation Enquiry Committee Report; for further details, see Baden-Powell, 
Land-Revenue and Tenure in British India^ pp. 186-S. * §17. 
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and unprofitable areas. ' After this, soils of similar grain values, irres- 
pective of their classificaiicn, are bracketed together in orders called 
tarara^ each \\izh its o'-ah rate of assessment. These rates are further 
adjusted tvdtli reference to the position of villages in trhich the lands 
are situated and the nature of the sources of irrigation. For this pur- 
pose, villages ai*e formed into groups ; in the case of dry lands, with 
reference to tiieir proximity to roads and markets, and, in the case 
of tvet lands, v:ith reference to the nature and quality of the water 
supply. This accounts for different rates of assessment being imposed 
on lands of sintilar soils but situated in different groups or under 
different classes of iiTigation. The assessment thus fixed represents the 
commuted value of the Government share of the surface cultivation. 
But if minerals ai'e discovered in the land, a separate assessment will 
be levied tlierefor.'"- 

126. The ryotwari system of Bombay. — Unlike Madi'as, Bombay posses- 
ses a Land B.evenue Code^ -which regulates all matters connected with 
settlement. There are also special Acts to deal with the special classes 
of estates, such as those of tlie talukdars in Gujarat, the Idiots in the 
Konkan and the few joint villages of the Kaira and Broach districts. 

Jn ou r general histqrical survey of land revenue, we have made 
reference revenue administration of the Marathas and its deter- 

ioration under the last of the Peshwas as a result of the introduction 
of revenue farming. _ When the British took over the Deccan from the 
P^hwas, they decided to put an end to the pernicious farming system 
and go back to the more equitable system of Nana Farnavis. 

After various short-lived experiments and several proposals, in- 
cluding a general village settlement of the mahalwari type, the ryotwari 
system tvas eventually adopted. In 1825 Pringle was ordered to under- 
take a detailed survey of ilie land. He also tried to introduce an elabor- 
ate land classification ivitli extreme accuracy, on tlie basis of net profits 
obtained. This required an infinite mass of details, and the whole 
experiment proved a failure on account of the high pitch of assessment 
in which it resulted. The failure of the experiment was emphasized 
by a series of famine years whicli supeiwened. 

The Government therefore directed that the whole operation 
should be commenced de novo, and in iSqG^entrusted the task to two 
officers, Mr Goldsmid and Lieutenant Wiiigate. The system introduced 
by them, as modified from time to time, is essentially the system now in 
force.s In 1840, they submitted their report, in wdiich they laid down 
lire general principles for the basis of a survey settlement suited to the 

Standing Orders of the Board of Revenue, Madras, quoted in Taxation Emiuiry 
CommiiTee Report, par. 64. 

The Bombay Land Revenue Code of 1879 recently (1939) been amended 
in important particulars. See §44 belou*. 

Report of the Land Rez'enue Assessment Committee, Bomhaw (1926), pp. 8-9. 
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conditions of the Bombay Presidency. They recommended moderate 
assessment, settlement for 30 years, protection of improvements irom 
taxation during the term of settlement, recognition of property in soil, 
perfect freedom of management with regard to sale, transfer and rents 
to be charged to sub-tenants, etc Later on. Captain Davidson was 
appointed to collaborate tvith these officers. a.nd in 1847 they issued a 
report which is well known as the Joint Report, in which are elaborated 
the principles underlying the present system. 

According to the system adopted in this Report, the basis of net 
profits for the classification of land as undci Pringle's system was aban- 
doned. The depth and the texture of the soil were taken into considera- 
tion instead. The assessment itself was regulated by experimental rates 
based upon general considerations as to rainfall, agiiciiltural prices, 
prosperity of the land and so on, the fundamental principle being that 
no more should be asked from the cultivator than what he could easilv 
afford to pay. The mirasi and npri tenures of the olden days w'ere 
merged into a uniform tenure known as the survey or occupancy tenure. 
The title of the cultivator to his holding was declared to be indestruct- 
ible so long as he continued to pay the assessment. He was entitled to 
relinquish any fields or take up others so as to suit the extent of his 
liability to the means at his command. His position and status have 
been defined in the Bombay Land Revenue Code (1879) on this basis. 
The tenure so created is known as ryotwari, under which the proprietary 
cultivator holds his land direct from the Government. Full occupancy 
tenure is heritable, transferable and otherwise alienable without the 
permission of the Government- The occupancy is liable to forfeiture 
for failure to pay the assessment. A guarantee is given that no addi- 
tional taxation will he levied on account of improvements made by the 
occupant.^ 

§27. Main features of settlement in Bombay.- — The ryotwari system 
of Bombay has the same general features as that of Madras, s uch as 
cjemarcatmn of boundaries, the determination of survey numbers which 
once fixed are not altered^ and the classification of the soil, but the 
mode of assessment is different.^ The relative values of the soils are 
classified once for all according to their depth, texture, capacity for 
retention of moisture and other physical properties bearing on fertility, 
into several groups, and expressed in fractions of a rupee, 16 annas 
representing the best class of soil. The object of this classification, 
unlike that in Madras, is not to base the assessment on the net produce 
but merely to use it as a basis for the distribution of tlie total revenue 
demand fixed for the area. 

Three main steps in the process of fixing the assessment, as directed 

^ See G. Keatinge, Rural Economy in the Bombay Deccan, pp. 20-1. 

* See Bombay Laud Revenue Code (1879) and Amendment Act (1939), also §44 
belo'K'. 
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by the Bombay Land Revenue Code (Amendment; Act of 1939, mav 
be distinguished : *'i The Srst step is the dividing of the lands in a 
taiuka or part o£ a talu^a :to be setdedLinto groups. The groups are 
to be formed on a consideration of the follo^ving factors : physical 
conhgaration. climate and rainfall, markets, communications, standards 
of husbandry, population and supply of labour, agricultural resources, 
the variations in the area occupied and cultivated during the last 30 
years, "^//ages, prices, yield of the principal crops, ordinary expenses of 
oiltivating such crops, rental values of lands used for agriculture and 
sales of lands for the purpose of agriculture. A ‘ group ' means there- 
fore all lands in a taiuka, or part of a taiuka, iv^hich are sufficiently 
homogeneous in respect of the above-mentioned factors. (ii) The 
second step is the fixing of the standard rates for each group. /^Standard 
rate ’ means, with reference to any particular class of land such as 
dry crop, rice or garden land, in a group, the normal assessment per 
acre on land in that class of 16 annas classification value. The standard 
rates are to be fixed on a consideration of all the factors mentioned in 
(i) above and are to be such that the aggregate assessment (or revenue 
demand) on the occupied lands in any gi'oup is not to exceed 35 per 
cent of the average of the rental values of such lands for a period of 
5 years immediately preceding the year in w^hich the settlement is 
directed. It may be pointed out here that rental value has been for- 
mally adopted as the basis for fixing the maximum assessment under the 
recent (1939) Bombay Land Revenue Code (Amendment) Act. The 
Bombay system tvas purely empirical for a long time, as is sho^vn by the 
fact that the decision of the Settlement Officer as regards the revenue 
rates depended not upon the formal %vorking out of results based on 
theory, but rather upon the subjective impressions of local knowledge 
and experience.^ In recent years, however, the rental value, as ascer- 
tained by records of leases and sales and other similar factors, was 
being adopted as an important basic factor for fixing the assessment In 
practice.- Rental value, which has now been definitely and legally 
adopted as the basis for fixing the maximum assessment, is defined by 
the Bombay Land Revenue Code (Amendment) Act (1939) as ‘ the 
consideration (including premia, if any, or any sum of money paid 
or promised, or a share of crops, or service, or any other thing of value 
rendered periodically or on specified occasions) for which land is or 
could be leased for a period of one year for its most advantageous use b 
The Settlement Officer is directed to ascertain, in the manner prescribed 
by rules issued under the Act, the rental value of lands for the purposes 
of settlement, (iii) The last step is the determination of the revenue 

^ The Bctnhtiy Survey and Settletnent Manual^ quoted in the Taxation Enq^uirv 
Committee Report^ par. 66. 

See Bombay Gov’emment’s Resolution on the Land Revenue Assessment Com- 
miitee Report (1927). 
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liability from aggregate to detail, fixing the land revenue assessment p£ 
individual survey numbers and sub-divisions. This, as we have already 
mentioned, is carried out with the help of the annewarXxlassification of 
the soil which serves the purpose of a sliding scale. Thus, if the maxi- 
mum rate be Rs. 3 per acre for the 16-anna field, it would be Re. i-B 
per acre on a field classified as 8 annas.^ 

It is noteworthy that under the amended Bombay Land Revenue 
Code (1939), the Provincial Government is empo'wered to vary the 
assessment in any year in accordance with changes in prices where a 
particular settlement is declared to have been made wuth reference to 
specified prices of agricultural produce. A much-needed element of 
elasticity in the administration of the land revenue system has thus 
been introduced. The lack of such a provision was a source of great 
. hardship to the agriculturists during periods of rapidly falling prices 
such as marked the depression of 1929-33. On the other hand, it is 
but fair that the Government should be entitled to higher assessment 
in money value when agricultural prices show a substantial rise. Such 
an arrangement deserves to be introduced in other provinces as well. 

There are certain restrictions as regards the increase in assessment 
resulting from a revision, according to which the increase is limited to 
25 per cent on the total for a whole taluka and a group, and 50 per 
cent on that of a village, and survey number or subdivision. Private 
improvements are protected by the provision that increase in rental 
value due to improvements effected in land at the expense of holders 
is not to be taken into account in fixing the revised assessment. 

§28. The Assam system. — In Assam, the only proprietors were the Per- 
manent Settlement landholders of the older Bengal districts and a few 
other permanent cultivators enjoying a title, which is called land- 
holder’s title, based on occupation of land for ten years before the 
Regulation of 1886, and after the Regulation, on lease or grant of 
settlement for ten years, A great deal of the land is also held on an 
annually renewed permit or patta, or at least on a lease which is for less 
than ten years. In Assam, waste land rules are especially important, 
as hardly 25 per cent of the area of any district is under cultivation. 

Tea gardens are hefd on leasehold tenure for long terms at low 
rates of assessment. After the expiry of the term of lease the land is 
liable to be assessed under the laws in force, provided that the rate 
cannot be higher than that payable on the most highly assessed lands 
in the district cultivated with any ordinary agricultural crop. 
v^§ 29 ._State ownership versus individual ownership.— Before entering 
upon ^ critical examination of the present land revenue system and the 
various controversial questions arising in connexion with it, we shall 

^ The system of settlement in Berar is similar to that prevalent in Bombay. In 
Sind, where assessment rates depend on irrigation, and not on rainfall which is 
negligible, the period of settlement is shorter than in the Bombay province. 
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dispose of a cor^irc-'/er-y "-hidi is often regarded as so important that 
the decision on prccncaEy every important question relating to land 
revenue is taken lo depend on the vietv tve take on the matter. Wq 
are rcterri::^' :o the cnesdon 'whether the state is the universal landlord 
or ivhether there is indisoutahle private property in land in India. At 
the ven^. tee mav say that no clear and unambiguous answer can 

be !eh'en to the cuesiion that is dius pj'opounded, and secondly, that, 
in anv c^ise, for ail nractical purposes, it does not very much matter 
whether ''ce call the laird revenue a rent or a tax. 

^fde shall nroceed at first to discuss the question on the usual lines. 
The snecidc issues that arise have been stated as follows by the Taxation 
Enquiry Committee. ii) Did the state claim exclusive proprietary 
rights over the land -h) under Hindu rule, (b) under Muslim rule? 
(iii Did the British Government succeed to any such rights? (iii) Is 
the state nov; the proprietor of land held (c) on zamindari or (b) 
on ryotwari? dvi If not, are the zamindars and ryots respectively the 
possessors of the proprietary right subject to the payment of land 
revenue ? (v) Should the land revenue be described as a tax 

or rent ? 

As regards the first two points, the opinion is generally held that 
the state never claimed exclusive proprietary right over the land before 
the British era and that therefore the British cannot be said to have 
succeeded to any such claim. In this connexion, the views of Mount- 
stuart Elphinstone, H. H. '^V^ilson, Baden-Powell, etc., and also an 
elaborate iudgement of the Bombay High Court, in a case from Kanara 
disposed of in 1S75, are quoted. The judgement in question endorses 
the view o£ ^Cilson that the proprietary right of the sovereign derives 
no icarrant from the ancient latcs or institutions of the Hindus^ and is 
not recognized bv modern Hindu lawyers as exclusive or incompat- 
ible ^vxth individual o'f.vnership. Similarly, with regard to Muslim 
lave. Colonel Galloway summarized his conclusions as follows : ' The 

■5oil was the property of the cultivators as much as it could be. La’',v 
gave no power, policy gave no motive to remove him, to disturb him, 
so long as he paid his taxes. ^Vhen he did not, his lands could be 
attached ; and so can those of the first peer holding by the firmest ten- 
ure of the English law. The right of the Indian husbandman is the 
ri^ht of possession and of transfer ; and the rate of his land tax was 
fixed : often, indeed, the amount. In what respect, then, is his right 
of property inferior to that of the English landholder ? 

'WTiat holds good of northern India and the practice of Muslim 
rulers, applies tvdth greater force to the case of southern India, where 

^ ‘ Land is: his Trhry first clf^ared the jungle, as the deer is his who first 

brought it down ’ (Laws of Manu quoted hy Baden-Powell, Land-Revenue and Tenure 
in British India, p. 123L 

Taxation Enquiry Commitiee Report^ par. 80. 
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the existence of private property in land ^vas admitted even more 
unmistakably, especially in those parts of the country 'which never came 
under the Muslim rule. 

As regards the first two points therefore the taxation Enquiry 
Committee are unanimously of opinion that under both Hindu and 
Muslim rule, the state never claimed the absolute or exclusive 
otvnership of the land and definitely recognized the existence of private 
property in it.^ This view has more recendy (1940) received support 
from the Bengal Land Revenue Comm^sion, who point out that the 
state (at the time of the Permanent Settlement), although still regarded 
theoretically in parts o£ India as the supreme otmer of the land, has 
never in practice claimed any actual proprietary rights in the soil. Its 
claim has been limited to a share of the produce.- 

During the period that intervened between the death of Aurangzeb 
and the firm establishment of British rule in this country, provincial 
governors and adventurers seem to have put forward all kinds of 
extravagant claims. And the tendency to rack-rent, which was the 
characteristic of this chaotic period, made people less and less inclined 
to insist on the recognition of dieir private rights in land, their anxiety 
being rather to secure for themselves the freedom of relinquishing the 
land when they liked and thus escaping the revenue burden. The 
state thus put forward claims of exclusive ownership which the people 
did not care to contest. Therefore Baden-Potvell is probably right 
when he says ; *' It is hardly possible that Mr Janies Grant, and Colonel 
Munro and many others could have been mistaken about the fact that 
in their time (that is, the time of the Permanent Settlement of Bengal) 
all Governments did claim to he landowners.'^ 

However, iveighing the |iistorical evidence for what it is worth, 
we come to the conclusion that if we exclude the period of political 
confusion and disorder which immediately preceded British rule, pri- 
vate property in land was firmly established and acknoivledged by the 
rulers. Of course, we 'do not forget the fact that at no time was India 
under a single undisputed ruler, and as the country was split up into 
a number of small states each with its own history, we cannot assert 
that in every case the tradition of private ownership was definitely 

^ See also Briggs, Land Tax in India, p. 127. 

- Report of the Land Revenue Commission, Bengal, vol. I, par. 41. 

The property right of the Crown in land is said to have been definitely asserted 
by Tippu Sultan. On the other hand, Mountstuart Elphinstone reporting on the 
mirasi tenure under the Marathas wrote as follows : ' A large portion of the ryots are 
the proprietors of their estates, subject to the payment of a fixed land tax to Govern- 
ment ; their property is hereditary and saleable, and they are never dispossessed while 
they pay their tax, and even then they have for a long period (at least thirtv^ years') 
the right of reclaiming their estates on paying the dues of Government (Report on 
the Territories Conquered from ihe Peshwas). 
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established, and if ai'e going to decide the claims o£ the British 
Government according lo the pretensions of all the former rulers Avhom 
they ousted, we shall have to say that the British Government have 
entered into a series of different heritages with regal'd to their interests 
and ris:ht5 in land. But broadly speaking, the position was as we have 
stated it. 

There is, hox^^ever, no reason ivhy the practice followed by pre- 
vious Governments should tie the hands of succeeding Governments. 
From dris point of view% w^e should have to examine the claims put 
forward by the British Government themselves. But the British claims 
have been neither consistent nor uniform, although the general trend 
of their policy can be shotvm to have been towards admitting private 
ownership in land, RefeiTing to the cultivated land in villages and 
estates (not the waste land nor the particular lands of which the Gov- 
ernment are admittedly the immediate owners), Baden-Potvell observ^es 
that the British Government have ever^-^vhere conferred or recognized 
a private right in land, and in large areas of the country (Bengal, 
Oudh, the whole of northern India, for example) they have expressly 
dedai'ed the proprietary right of the landlords and the village owmersd 
It is therefore impossible any longer to put up a general claim that 
what the state has been taking as land revenue is really a rent from 
the landholders regarded as its tenants. 

It is generally agreed that, so far as the zamindari or landlord 
estates in Bengal and elsewhere are concerned, private property in land 
is beyond dispute. On the other hand, it is equally beyond dispute 
that the Government have full proprietary rights on w^aste lands and 
over the Jihas mahal estates, such as those in Bengal and Bihar ■which 
are under the direct management of the Government. It is wdth refer- 
ence to ly^otwari lands that opinion is some-what sharply divided. On 
the one hand, it is held that the position of the ryot or * occupant ^ 
as he is called in Bombay is not essentially different from that of the 
zamindar, and that he holds land as full proprietor subject to the 
proviso that he pays the revenue assessment. The fact that the Gov- 
ernment can take the land into their possession if the holder fails to 
pay the assessment does not prove that he has any the less right of pro- 
perty in it. For this is by no means an uncommon proviso and it 
applies in the case of all private property, which the Government can 

^ This has, however, been sometimes officially disputed. It is urged that even 
in Bengal, the zamindars have not been granted complete proprietary rights ; that 
the Permanent Settlement was granted to them as a grace which was considered good 
policy ; that it xvas not founded bn the principles or practice of previous Govern- 
ments; and that, apart from the unalterable assessment, the Government still remain 
proprietors, and the zamindar an agent for collecting revenue, or a tenant under the 
Government. 
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attach in the event of default. The utmost that \ve can say is that the 
Government regard the land as hypothecated to themselves as security 
(in the last resort) for the land revenue assessed on it.^ One of the 
features which distinguishes ryotwari from zamindari lands^ is that the 
former can be relinquished at the option of the holder. This, how- 
ever, appears to be too slender a basis for the theory that the state is 
the real landlord in ryotwari areas. This feature, like the term ' occu- 
pant owes its origin to times when the cultivator, harassed by exac- 
tions and oppressions, was reluctant to be tied dowm to his land and 
made unconditionally responsible for the payment of the revenue de- 
mand.. The option of relinquishing the land was a concession to the 
natural fears of the cultivator and was not due to any intention on the 
part of the British Government to withhold the right of ownership irom 
him, which, in fact, they were anxious to confer. Another point 
urged in favour of the theory of state ownership is that, in some pro- 
vinces, agricultural land cannot be put to non-agriculturai uses with- 
out the permission of the Government and is further liable to revised 
assessment when such use is allowed. But this may be regarded as one 
of those restrictions on the use of private property, for example, restric- 
tions imposed in the interests of public health, which aie common in 
all civilized countries. We may therefore endorse the view expressed 
by the Taxation Enquiry Committee that both the zamindaxs and the 
ryots are possessors of proprietary right subject to the payment of land 
revenue, though in the latter case, it is not possible to arrive at an exact 
and general definition of the position of the landholder .2 We may also 
refer to another view, namely that the Indian conception of land tenure 
is a compromise between the English theory of absolute property in 
land on the one hand, and the extreme of state ownership on the other. 
It is neither wholly the one nor the other, but something betwixt and 
betyyeen. The position may be described as restricted Government 
ownership or restricted private ownership. The landlord's or ryot's 
title is acknowledged, but subject to the limitation of the state’s joint 
interest or concurrent right in land, and in northern India subject also 
to the claim of the tenants to semi-proprietary rights such as that of 
fixity of tenure.3 

§30. Land revenue: a tax or rent? — If private ownership of land is 
granted it seems to follow logically that the land revenue is a tax and 
not a rent. All the arguments advanced for or against state land- 
lordism have by implication the same amount of cogency (or the lack 
of it) in deciding whether land revenue is a tax or a rent. We may, 

^ See Baden-Powell, Land-Revenue and Tenure in British India, p, 49. 

* Taxation Enquiry Committee Report, par. 83. 

® Sir T. Morison, The Industrial Organisation of an Indian Province, p. 18. 
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mention some onditional points specificalh bi ought forward 
in connexion witli thi: or rent question.* It is argued^ for instance, 

that land, revenue uiners uom a tax and is ahin to rent in that it cannot 
be altered according to the exigencies of the state during the long period 
for wTuch :z is fixed, and in the concessions granted to land revenue 
naver^, such as rent-rree house sites, the use of common grazing lands, 
etc. As ag-ainst tliis, it may be urged that there is nothing to prevent^ 
tlie state fioni revising the rent annually except considerations of policy, 
expeuieac\- and economy. Further, it must be remembered that rentals 
on private lands are not necessarily fixed for a long term of years. In 
fact, it is notorious that many of the leases are renew^able every year. 
As regards rent-free house sites, common grazing lands, etc., all these 
concessions do not appear to be of decisive, character in the present 
discussion. The Government, in their capacity of an enlightened state, 
and as concerned wdth the ^eelfare of tire cultivators, may 'vvell grant 
facilities of this kind ^vdthout thereby establishing the right of landlord- 
ship. A further sometvhat udvial ai'gument in support oi the vie^v" that 
land revenue is a tax is that the process of its assessment and collection 
is similar to that in the case of a tax. 

Lastly, we may refer to another ai'gument which has been advanced 
in favour of private ji^roprietorship of land. The Income-Tax Act of 
iS86 exempted agricultural incomes and this, it is said, amounts to an 
implicit admission that landed incomes already pay a tax. If land 
revenue had been a rent, that is a payment to die Government as land- 
lords in recognition of their owmership, a further tax trould have been 
justiSed.- 

Tltc above discussion shotvs diat the wiiole question is highly com- 
plicated and does not aduiit oi a categorical aiistver one w'ay or the 
other, although the case ior private owmership is very much stronger 
tliaii tiiat ior state landlordism. We agree with Baden-Powell’s ver- 
dict that the controversy is a ‘profitless wnr of words'. It is profitless 
because it is endless. There are arguments for and against each of the 

* Set' Taxation Enquiry Committee Report^ pars. 44-5. 

- Wfc must state, however, that this argument is not conclusive in favour of 
private ownership, because it is quite possible to argue that agricultural incomes are 
exempted from taxation, as the number of cultivators in tlie enjoyment of incomes 
above the free minimum income-tax limit, after paying the Government land revenue, 
is comparatively small, and that it is not worth while trying to tax them ; or secondly, 
it is open to the Government to explain that the failure to assess landed incomes to 
income-tax is a mere omission which they may offer to remedy at any moment (this 
view is confirmed by the fact that the Government of Bihar has imposed a tax on 
agricultural incomes since 1938 and Madras is contemplating a similar step) ; and 
lastly, it may be pointed out that in England, in addition to the land tax, income-tax 
cn. agricultural profits is paid, but this does not render private property in land open 
TO dispute there. 
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rival theories, and some people would be impressed by one se> o£ argu- 
ments and others by the opposite set, and this not necessarily owing lo 
any conscious bias on either side. It is also profitless because no im- 
portant question o£ actual practical policy seems to dep*end on how 
it is settled, and it is the practical aspects of the matter that are 
important rather dian the technical juridical position. Ii land revenue 
is not so limited as to leave the proprietor something beyond the 
barest necessaries oi life, the full and unconditional admission of 
the ryot’s proprietary right in his holding is leorth absolutely noth- 
ing to him, just as, if all his present rights in land, of sale, mortgage, 
etc. ai'e left intact and the Government assessment is moderate, it does 
not matter to him if the Government formally consider themselves 
as the universal landlords. Let us illustrate by a few instances the 
position that tire whole discussion is of little practical importance. 
For example, the question of legislative control on the executive in 
the matter of land revenue has practically nothing to do with the ques- 
tion whether the Government are the proprietors of the land. Even 
if the state were the landlord, the state does not mean merely the 
executive. How far one part of the Government, namely, the legisla- 
ture, should interfere with the disa'etion of another part, namely, the 
executive, is entirely a matter of administrative convenience and effi- 
ciency and of political ideas. It may well be argued that, since the 
land revenue system touches the well-being of millions of people in 
this country, a more stringent conorol over it by the legislature is 
desirable. It is true that in a fully responsible Government all taxes 
are necessarily voted by the legislature, but this does not mean that 
no other charges than taxes proper can be voted similaidy. The ut- 
most we may grant is that the case for legislative control is somewhat 
reinforced by, without positively requiring, the hypothesis that land 
revenue is a tax and not a rent. 

Aeain, it is sometimes said that if admit state landlordism we 
would have to admit also the right of the state to exact the full 
economic rentd But this is a consequence from which we cannot 
escape, even if tve prove that the state is not the landlord, because it 

^ One of the lessons which V. G. Kale draw from the Bardoli Enquiry" 

Report is the practical importance of the discussion of the question whether the state 
or the individual is the landlord (see * A Lesson from Bardoli Indian Journal of 
Economics, July 1920'). The Bardoli muddle was the result of a perfunctory attempt 
to apply in practice the rental value and revenue index theory of F. G. H. Anderson, 
the then Settlement Commissioner of Bombay, and Anderson was a whole-hearted 
believer in the Ricardian theor)* of rent. This much may be granted. But the Ricardian 
theor}' of rent in no way rests on any assumption regarding the state ownership of 
land. Anderson himself declares that ‘ land revenue is due to the state quite inde- 
pendently as to who “ owns ” the land ’ (Facts and Fallacies of the Bombay Land 
Rei'cniie System, p. 142 1. 
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is a universally accepted maxim of taxation that theoretically the 
whole o£ the economic rent may be absorbed in taxation witliout in 
any way hurting the taxpayer^ provided we can be quite certain that 
we have isolated the economic rent (the real unearned inarement) and 
not included in it other elements* namely^ wages, profits', and interest. 
The practical results will not be veiy dissimilar -whether we profess to 
applv canons of rent or canons of taxation to the assessment of land 
revenue. This is seen by the fact that the Government, wnthout defi- 
nitei^' committing themselves to the view that land revenue is a tax 
and not a rent, saw no, harm in instructing the Taxation Enquiry Com- 
mittee to study the incidence of land revenue and to point out any 
defect in the system /row the standpoint of the canons of taxation, and 
even to suggest a complete change of system if necessary^ As regards 
arbitrary enhancements of assessment or radc-rentirig, no civilized state 
will think of justifying this species of oppression on the ground that 
it is the landlord and is therefore legally entitled to charge what it 
likes for the use of land. The state cannot afford to stand merely on 
legal rights ; it must be prepared to be judged by moral standards, 
and the Government cannot possibly dispose of complaints about 
excessive assessment merely by taking shelter behind the theory of 
state landlordism. They have generally tried to argue, whether 
successfully or not, tliat the land revenue is not really as burden- 
some as alleged by its critics. Even supposing that the state is the 
landlord, we must expect it to behave at least like an enlightened 
landlord, and therefore, in its own ultimate interest, to regulate 
the land revenue in such a manner as not to trench upon the legiti- 
mate profits of the cultivator and reduce his incentive to work or 
lower his efficiency. A benevolent and enlightened landlord would not, 
for instance, exact a rent from uneconomic holdings. He would rather 
consolidate the holdings and would charge rent only when they are of 
such a size as to pay tlie costs and leave a surplus. The case for 
exemption of uneconomic holdings can therefore be argued quite as 
well on the assumption of Government landlordship as otherwise. The 
policy of a moderate lew receives further support from the considera- 
tion that the state has no interests separate from those of the people. 
The state serves itself best by serving the people because the state is 
the people. 

In connexion -with this controversy, it is worth while pointing out 
that there is an agreement on certain fundamental matters between 
people taking different sides in it. For example, although the Gove- 
emment have sometimes coquetted with the theory of state landlordism, 
their actual policy has been to foster the development of a strong sense 
of individual ownership, and they have generally been in cordial agree- 
ment with the view that it would be dangerous to do anything to dis- 
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turb it. The average unsophisticated cultivator in India has no doubt 
whatever in his own mind that, so long as he is free to sell, lease, 
mortgage and inherit landed property— rights vrhich the most extreme 
advocates of state landlordism in India are not prepared to disturb— 
Government landlordship, if he has ever heard of such a thing, is 
merely an empty name, and he will not tolerate any serious interfer- 
ence with his present rights by the Government.^ It is also generally 
agreed that in considering the incidence of taxation, land revenue 
should be regarded as a tax, and the Taxation Enquiry Committee en- 
dorse this view although on the curious ground that land revenue 
‘ forms a deduction from the national dividend b- 

Further, all important questions of land revenue policy, such as 
the pitch of assessment, period of settlement, etc., can be and are being 
discussed without any sustained reference to the controversy as to 
whether land revenue is a tax or rent. In tliese circumstances, we are 
of opinion that it would be an act of political wdsdom if the Govern- 
ment were to declare in unmistakable terms that they fully recogni2ed 
private property in land and abandoned all pretensions to universal 
landlordism. For while this would set at rest much futile discussion 
and ser\"e to reassure the people, the admission need not in any way 
be inconvenient from the fiscal or any other point of view. 

§31. Permanent versus temporary settlement. — The great distress from 
which large numbers of the people suffered in India, owing to the 
serious and widespread famines which visited the country towards the 
close of the last century, attracted attention to the land revenue policy 
■of the Government, which was criticized generally and province by 
/province by the late R. C. Dutt, who, along with certain retired 
European members of the Indian Civil Service, presented a memorial 
on the subject to the Secretary of State. A little previously to this (1900) 
R. C. Dutt had also addressed his ' open letters ’ to Lord Curzon, 
whose Government published an important Resolution in 1902 reply- 
ing to the criticisms and outlining their general policy after consider- 
ing the reports submitted by the Provincial Governments. 

One of the points urged by Dutt was that if the Permanent Settle- 
. ment had been introduced 40 years previously, that is, when its ex- 
tension was proposed by Lord Canning in i860, India vrould have 
been spared the ' dreadful and desolating famines ' of the close of the 
nineteenth century. He attributed to the Permanent Settlement the 
prosperity of the Bengal ryots, their resourcefulness and greater resist- 

^ * The ryot in Mewar is supposed to have ever in his mouth the common though 
expressive adage ** Bhogya. dhattny faj "ho, hJioomTci dhatifiy tnaj ho — the tax be- 
longs to the king, the land belongs to me * — Briggs, op. cit., p. 90. This attitude 
is not peculiar to the cultivator in Mewar but common to the ryot in all parts of India. 

- Taxation Enquiry Committee Report^ par. 84. 
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ing capacity in y!::;ai':i L^ad iiai'vest, tiie promotion of agricultural 
enterprise, in^evtmcr.i Ox private capital and its accumulation and devo- 
tion to usetui indu-nij-, public institutions and works. Although the 
Permanent doe:^ not now count as many adherents as it 

once did eitimr among omcials or non-o 3 iciaIs, it is not altogether a dead 
issue }!-t. Eoi ;:xampi’c, a number of witnesses who gave evidence before 
the Ijonboa; Land Revenue Assessment Committee (1924-5) declared 
themseb. es in favour or permanent settlement. In Bengal the contro- 
veiv obtained a fresh lease of life following the appointment of the 
Land Revenue Commission and the publication of its findings (see §32 
It vrouid not therefore be amiss if we were to set out briefiy 
the ai'guments for and against it with particular reference to its 
operation in Bengal. 

Those who uphold it contend that it has been brilliantly success- 
ful in Bengal.^ (h Financially, they say, it has ensured to the state a 
fixed and stable revenue without the necessity of incurring heavy ex- 
penses in connexion wdtli periodical re-assessment and collection, (ii) 
Politically, it has secured the loyalty of the zamindars in the task of 
consolidation of British rule in India, (iii) Socially, it has enabled the 
zamindars to act as the natural leaders of the ryots and to show their 
public spirit in a practical manner by helping the spread of education 
and sound ideas on sanitation, and in other ways.- (iv) Economically, 
it has secured agricultural enterprise and prosperity and a resourceful 
peasantry, which has shown a remarkable power of resistance in times 
of scarcity, (v) Lastly, the Permanent Settlement has avoided the evils 
associated with temporary settlements, such as the harassment of the 
culth'ator at the time of revision, the expensive machinery required 
for re-settlement, the tendency of land to deteriorate towards the end 
of the term of settlement, due to deliberate neglect on the part of the 
ciikivator so as to escape enhancement of assessment, impediments to 
industry and improvements, and the concentration of arbitrary power 
in the hands of revenue officials not liable as yet to legislative and 
judicial control. 

The most obvious as tvell as the most important argument 

- Fcr r. r'^cen: pr^-'seniation uf the arguments in favour of the Permanent Settle- 
see the Xore cf Dissent by Sir Bijay Chand Mahtab, Maharajadhiraja Bahadur 
of Burdwan and Mr B, K. Roy Choudhary, Report of the Land Revenue Commission^ 
vc!. I, pars. ^0-34. 

Tne Permanent Settlement, it has been argued, by increasing ihe zamindar’s 
profits encouraged subinfeudation and brought into existence a body of tenure-holders 
vastly cumumbering the original zamindars. It thus promoted the prosperity of, if 
it did not create, that -class in Bengal which has had leisure for culture and politics, 
has provided educated men for the professions and government services and is respon- 
sible for ail political progress. Report of the Land Revenue Commission, Bengal, 
vol. I, par. 77. 
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against the Permanent Settlement is that it has stereotyped the land 
revenue at a figure which is far below the fair share which the Govern- 
ment ought to receive fi'om the produce of the land, and is substantially 
less than the share taken in die provinces where there is no Permanent 
Settlement and where die land is less productive dian it is in Bengal. 
It has deprived die Government of any share in the increment in the 
value of land due to the increase in population and the extension of 
cultivation ; and it has perpetuated an assessment which has no rela- 
tion to the productive quality of the land, whidi varies widely from 
district to district, and which becomes more and more uneven as time 
goes on. The advantage of a fixed and stable revenue is secured at too 
gi'eat a cost. The Bengal Land Revenue Commission (i9;58"4o; estimate 
the annual loss in this generation at anything between Rs. 2 a'ores and 
Rs. 8 crores, not to speak of die decline in the purchasing power of 
the rupee since 1793d The inelasticity of land revenue, idiich is an 
important resource of Government in an agricultural country, is a 
tremendous handicap to the Bengal Government and inliibits state acti- 
vity in many directions in which it is required. The expectation that, as 
a result of the Permanent Settlement, other sources of state income 
would grow, has not been realized to anydiing like die extent hoped 
for. The community has thus been deprived of its legitimate right to 
share in the increasing prosperity of the zamindars, which is due not 
so much to die direct efforts of the landlords themselves as to social 
factors beyond their control, such as gi'owth of population, improved 
communications, rise in prices, etc.- “Moreover, the Permanent Settle- 
ment has involved for the Concernment the loss of revenue from mine- 
rals and from fisheries in certain navigable rivers, as these natural 
resources were not taken into account at the time of the Permanent 
Settlement, and in consequence they have beep exploited for private 
gain without any co-ordinated plan. It may be added that the discrimi- 
nation in respect of taxation in favour of land has had the effect of 
creating a bias in favour of investment in land rather than in indus- 
trial enterprises and has contributed to the over-capitalization of rent- 
receiving as opposed to productive purposes in either agriculture or 
industry .3 (ii) The political argument that the Permanent Settlement 
has secured the loyalty of zamindars has clearly lost whatever value it 
once possessed in the past. Besides, the present Provincial Govern- 
ments axe anxious to secure the loyalty of the masses rather than that 

^ Report of the Land Revenue Comfnission, Bengal, voL I, pars. 75 ^* 

= For a discussion of some consequences of the Permanent Settlement in Bengal, 
see Report of the Indian Statutory Conimissionj pars. 381-2, M. A. Huque, The Man 
behind the Plough, pp. 224-67, and the Report of the Land Revenue Commission, 
Bengal, vol. I, pars. 72-93, 

’ Report of the Land Revenue Commission, Bengal, vol. I, par. 80. 
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of the big zaraindars. Lastly, it must be remembered that the landlords 
as a class in the provinces where perpetual settlement was not granted 
have been thorouglily as ' loyal ’ as in Bengal, (iii) As regards the 
hope that was entertained about a powerful class of wealthy and bene- 
volent landlords acting as the natural leaders of the ryots and exerting 
themselves for their uplift, it is generally recognized that this has not 
been realized. On the contrary, ‘ while there are many worthy, liberal- 
minded and enlightened landlords in Bengal— as there are also in other 
parts of India— the evils of absenteeism, of management of estates by 
unsympathetic agents, or unhappy relations between landlord and 
tenant, and of the multiplication of tenure-holders or middlemen be- 
tween zamiadar and the cultivator in many and various degrees, are 
at least as marked and as much on the increase there as elsewhere ’. 
The development of subinfeudation, owing to the margin between the 
fixed land revenue and the economic rent of land, and the growth of 
a long chain of middlemen, have severed the connexion between the 
zamindars and ryots and have defeated the intention of Lord Corn- 
wallis to establish a landlord and tenant system in Bengal on the Eng- 
lish model. ‘ The land is nobody’s concern. . . . The responsibility for 
agricultural welfare cannot be fixed at any particular link in the chain 
between the zamindar and die actual cultivator.’^ The evil has been 
die fui ther process of the fragmentation of proprietary'' 
interests in land, (iv) As to the prosperity of Bengal being due to the 
Permanent Settlement, it is argued that it is due to quite other facts, 
such as the piotection ivhich the tenants enjoy from the operation of 
special tenancy laiss, the comparative immunity of Bengal from uncer- 
tainties of climate, the excellent means of communication, the practical 
monopoly of jute wMch it enjoys, and the trade enterprise which 
fiow from Calcutta. This view, however, was vigorously challenged by 
R. C. Dutt who, while admitting that the tenancy law-s were needed to 
complete and confirm the good work done by the Permanent Setdement, 
protested against the oflScial suggestion that the Permanent Settlement 
did no good whatever until the tenancy laws were passed, and cited the 
authority of distin^ished statesmen such as Wellesley, Minto, Hastings 
and others against it. (v) Administratively the complexities of the Bengal 
system have led to a mass of litigation. Records are confused and are 
indifferendy kept. There is no satisfactory procedure for rent recovery 
so that often rents are not paid for several years and in places the ryot^ 
develop a non-rent mentality. The present zamindar system, as the 
Bengal Land Revenue Commission point out, contains features of the 
landlord, tenant and peasant proprietorship systems, and shows most 

^ Report of the Land Revenue Commission. Bengal, vol. I, par. 78. 
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of the disadvantages and few of the advantages of any of thein.^ 
(vi) Lastly, as regards the allegation that a revision settlement is attend- 
ed with, much dislocation of village economy and considerable harass- 
ment to the cultivator, it is argued that the work of revision is nov/ 
effected with much greater ease and rapidity than was formerly the 
case, thanks to the long experience that has been gained. The system 
of land records (especially, the record of rights prepared at settlement 
and kept up to date by annual revision until the next settlement), the 
preseiv’ation of boundaries, and a more or less permanent classification 
of land have greatly reduced the volume of work and fresh investiga- 
tion at the time of each re-settlement, which, moreover, comes at long 
intervals generally varying from 20 to 30 years. Therefore, the distur- 
bance in the rural economy is the minimum possible, and there has 
been latterly considerable economy in the expenditure incun'ed by the 
Government. An attempt is also made to eliminate petty underlings 
and to entrust the major portion of the necessary inquiry to responsible 
and highly placed officials, who are sympathetically inclined towards 
the cultivator. Further, private improvements are protected against 
enhancement of assessment either permanently or for an adequately 
long period, so that the fear of enhancement of assessment need not 
deter the cultivator from undertaking improvements. It is also claimed 
that the rigidity of collection w^hich is almost a corollary of permanent 
settlements has been avoided in the system of temporary settlements 
by an increasingly liberal operation of the rules in regard to 
suspension and remission of land revenue. Thus, the present-day 
temporary settlements are claimed to possess many of the good features 
of permanent settlement without its drawbacks, and to achieve a happy 
compromise between the legitimate claims of the state and the rights 
and convenience of agriculturists. 

The official view with regard to permanent settlement has been 
that the question of its extension to the areas temporarily settled is 
unthinkable. As Lord Irwin said a few years ago, since Cornwallis’s 
time India’s place in commerce and the markets of the world and the 
growing intricacy of her financial and social problems have brought 
many new factors into the picture necessitating elasticity of public 
revenue and expenditure. The Government are being constantly asked 
to undertake new tasks and improve old ones. But this requires greater 
and greater command of funds, and it would therefore be impossible 
for the state to forgo its legitimate share of the increment in the value 
of land. There is no doubt that the time has now come to revise 
the system of Permanent Settlement in Bengal and elsewhere, in order 
to secure fairness in the distribution of the tax burden and elasticity of 


1—26 


ibid., par, 85. 



402 L\DL\X jECO-XOMICS 

revenue.^ IL it obj::ctcd Uiat tliib rciorm would involve the violation 
oL a solemn pledge and caiuract, it may be replied tiiat, alter tire lapse 
ol more man a ccinary j.ncL a iralh ure original contract has lost its mean- 
ing and ccdsed tu Le equitable, and tiiat vested interests must not be 
allowed to p^c^■au indeiiiiitexy over die common good. ' The promise 
given w as a necessity ot die past ; the -word broken is a necessity o£ the 
present/ This is one oi Macliiavelli’s maxims expressed widi charac- 
teristic irankntrss, but nobody will deny that it has a core o£ sound 
practical wisdom, especially when we reflect that ‘ the past * and ' the 
present '* w'e are now thinking of are sepai'ated by a long and eventlui 
interval of over a century and a half. The Indian constitution 
o£ 1935 annulling of the Permanent Settlement 

should this be found necessary’ on grounds of public policy. It mere- 
ly prescribes certain constitutional precautions, viz. reservation for 
the signification of His Majesty’s pleasure as dnected in the Instruments 
of Insuaictions to the Governors and the Governor-General. The new 
constitution that is in process of foi'mation is likely to make the 
annulment even easier. 

13 ' 2 , Land Revenue Commission, Bengal ( 1938 - 40 ).— The Government 
ol Bengal appointed a Commission in November, 1938, presided over 
by Sir Francis Floud, to examine the existing land revenue system oi 
Bengal with special reference to the Permanent Settlement and to ap- 
praise the advantages and disadvantages of the existing system. The 
Commission submitted their report in March 1940. 

The majority of the Commission have reached the conclusion that 
whatever may have been the justification for the Permanent Settlement 
is no longer suitable to the conditions of tire present time ; 
and diat the zamindari system has developed so many defects that it 
has ceased 10 serve any national interests (see §31 above). In tiie view 
of the majority the present system should be replaced by one wdiich will 
bring the actual cultivators into the position of tenants holding directly 
under the Government by the state acquiring the interests of all classes 
of rent receivers.- The Commission argaie that nothing substantial is 
to be gained by substituting a system of temporary settlements for the 
Permanent Settlement (pax. 132). The aim should be to replace the 
Permanent Settlement and the zamindari system by a ryotwari system 
under w^hich the Government would be brought into direct relations 
with the actual cultivators, and would as the sole landlord be responsible 
for the w’elfare of the cultivators by initiating various schemes of agri- 
cultural improvement (pars. 94-5)- 

The majority of the Commission recommend that legislation should 
be introduced to acquire the interests of all rent-receivers down to the 

^ Taxation Enquiry Committee Report, pars. 87-8. 

' Report, vol. I, par. 96. 
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actual cultivator of the soil. Compensation should be paid at a fiat 
rate of ten times the net profit of the proprietors and tenure-holders^ 
in cash if possible, otherivise in bonds redeemable after 6o years. They 
also favour the acquisition of royalties from mines and fishery rights. 
The imposition of an agricultural income-tax is recommended as a 
transitional measure until the scheme of state purchase is effected, in 
preference to an agidcultural or other cess. The tax should be applied 
solely for the improvement of agriculture.^ 

The Report did not command the unanimous support of the Com- 
mission’s members, six of whom have signed four minutes of dissent. 
In the view of the dissenting minority, state acquisition would not 
only be a hazardous experiment financially, but is undesirable for 
social and economic reasons. They hold the view that the present econo- 
mic difficulties of the cultivators in Bengal are unconnected with the 
land revenue system. The chief causes of those difficulties are the 
increasing pressure of population, the Hindu and Muslim laws of 
inheritance which have resulted in the subdivision and fragmentation 
of holdings, the absence of any occupation for the cultivators during a 
great part of the year, and the fall in agricultural prices. Whatever 
may be the defects of the existing system, it is contended by the minority 
that it has resulted in a state of affairs where the occupancy ryot in 
Bengal pays a lower rate of rent than in any other province, and has 
been given greater protection by tenancy legislation than the tenants 
in any other province. In these chrcumstances, the cultivators will not 
benefit by state acquisition, and such a scheme of state acquisition 
would lead to an undesirable social upheaval in Bengal by striking at 
the very roots of the middle class wfith its vested interests in land. The 
scale of compensation is meagre and its basis unsatisfactory. There is 
also danger of rent reduction under pressure from the rural electorate 
if the Government become the sole landlord (pars. 89-94). 

The majority of the Commission do not dispute the part played by 
the factors referred to by the minority’ in undermining the prosperity 
of Bengal agriculture. But they insist that the zamindari system has 
been an important contributory factor and can be more easily dealt with 
than those mentioned by the minority, which are rooted in ancient 
custom or governed by world trends beyond India’s control. The 
majority do recognize that their proposal of acquisition by the state 
involves a fundamental change in the rural economy of Bengal, vitally 
affecting the whole social and economic structure of the province, that 
it ^ can only be carried out gradually over a term of years and that it 
would be a most formidable administrative undertaking, which would 

^ On 27 April 1945, the Bengal Legislative Assembly passed the Bengal Agricul- 
tural Income-Tax Bill which provides for a tax on agricultural incomes exceeding 
Rs. 3,500 annually. 
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tax to the iuli all the resources oi the Go^■ermIlent. They have also 
conbiciered the possible social uphea\aL Nevertheless they hold the 
viev’ that, in tlie interest 01 the province as a whole, the present land 
tenure s>bieni cannot remain unaltered, and its delects can only be 
remedied it the state comes into direct relation wdtli the actual culti- 
vatoi'b .par. 

vbc.. Tem of settlement. — There is a considerable diversity oi opinion 
as to vchether the term oi settlement should be as short or as long as 
posbibie. There ai'e some who advocate as briet a period as 10 year's, 
and others w'ould like to see it extended to no less than 99 years. The 
argument in favour oi a short period is that it enables the state and 
the community 10 benefit by absorbing their proper share oi any un- 
earned increment which general progi'ess may have brought into exis- 
tence— an argument pai-ticularly applicable to those tracts where the 
economic resources are fast developing— and that, on the other hand, 
in the event of declining rents and prices, it makes possible a lowering 
of the assessment and speedy relief to agriculturists. It has also been 
urged that short-term settlements excite less discontent by making' the 
people familiar with more frequent but smaller ina'eases than the 
large enhancements that are likely to come at the close of too long an 
interval. On the other side it is pointed out that long terms of settle- 
ments are less disturbing to the revenue payer and have the advantage 
of increasing the resources of the people and enabling them to make 
improvements without fear of having to forgo the benefit from them 
on account of higher assessment. Assuming a 'well-conceived and scienti- 
fic system of assessment, the period of settlement would depend on a 
balance of these opposing considerations, and it is impossible to sa} 
off-hand tvith precision that a particular period and no other is the 
ideal period. The general feeling in the country is in favour of a long 
term, and an increase in the period of revision is popularly regardec 
as a step in advance. It is noteworthy that the period of settlement 
at least in the case of one province, the Punjab, has been extended t( 
40 years under the Punjab Land Revenue Amendment Act (1929). Th( 
Bombay Land Revenue Assessment Committee, pleading for the perio( 
of 30 years, observe : ' Thirty years is a generation in the life of thi 
agriculturist. If he knows at the beginning of this period that hi 

^ The Bengal Government have recently (March 1945) decided to implement th 
recommendritions of the Floud Commission. A beginning is to be made with tb 
Disihct of Fnridpur whore settlement operations are in progress. An extension c 
the scheme to all the districts is expected to increase the revenue of the province t 
about Rs. 12 crores per annum. 

The Congress is committed to a policy of eliminating all intermediaries between tl 
cultivator and the suate and the Working Committee (October 1946) passed a resi 
lution calling upon all Congress Governments in the provinces to submit proposals f< 
the abolition of the zamindaris. 
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assessment is subject to an enhancement at the hands of Government^ 
he has ample time to assimilate his expenditure and his mode ot iiving 
generally to the ratio of assessment he is called upon to pa\, \diiie if 
in the course of the settlement period the value of his land iiicreases^ 
prices show a steady rise^ and facilities of markets and communications 
improve, his economic condition is such tliat he can prepare himself 
for a reasonable enhancement of rent at the succeeding revision settle- 
ment/ Mr Anderson objects to such a long period as 30 years, because 
?iiter alia, combined with the 33 per cent^ enhancement rule, it prevents 
steps being taken to remedy one of the gi'ave defects of the Bombay 
system, namely, that it does not take a uniform share of the profits of 
cultivation everywhere alike* Profits or rents increase faster than the 
land revenue can increase at the maximum rate of 33 per cent every 
30 years.- 

b 34 . Principles of asse^ment* — As jve have already seen in our sur- 
vey of the different settlements in India, there is no single system of 
clearly recognized and consistently applied maxims of assessment of 
land. The basic principles differ from province to province, and they 
are further modified by the introduction of a number of miscellaneous 
factors, and a large amount of discretion is allowed to the Settlement 
Officer. While, in the United Provinces, the Punjab and the Central 
Provinces, the theoretical basis of assessment is the economic rent, and 
in Madras the net produce, Bombay until lately did not even profess 
to have any definite principles of assessment and followed a frankly 
empirical system depending upon general economic considerations as 
they impressed the Settlement Officer- 

585 . Rental value as a basis of assessment.-— The practice followed in 
recent years in Bombay, ^ viz- the use of rental value as the principal 
basis of assessment, raises issues which are of more than purely local 
interest. The reliance on rental statistics for affording an indication 
of profits of agi'iculture has been advocated on the ground that the 
method is more definite and precise and that it enables the operations 
of the Settlement Officer to be checked more effectively than any of 
the other alternative methods depending upon crop experiments, prices, 
development of communications, etc. But the Bardoli imbroglio (1929) 
has proved that rental statistics, unless used with great caution, are 
apt to lead to serious error and intolerable over-assessment. Actual 
rents may be very much higher than true rental values for a variety 
of reasons. There may be excessive competition among tenants ; the 


^ Reduced to 25 per cent by the Bombay Land Revenue Code (Amendmeni') Act 
(10301. 

“ Facts and Fallacies cf the Bombay Land Revenue System, p. 109. 

^ See however §27 above and §44 below. 
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landlord may be the creditor and the tenant the debtor, and the latter 
may be compelled to agree to an impossible rent ; the rent may repre- 
sent interest on money lent and may have no relation to the producti- 
vity ot the land : hgures of rent may relate to a period of boom and 
therefore be urneliabie as guides for normal times : the rent agreed to 
may be on the basis of tvhat the tenant can pay in a prosperous year 
and subject to substantial reductions in bad years ; it may be paid 
iargeiv out of income earned not from the land but from other sources : 
the proportion of lands leased for cash rents is much higher in the case 
of industrial amps like cotton than in the case of food-grains 
and will naturally bulk largely in the rental statistics, and 
although not typical, ;:hey are apt to be meated as such ; occasionally 
fancy rents may ‘ be paid by a cultivator for land Tvhich has 
practically nothing else to recommend it except that it is adjacent to 
his land ; only a very small fraction of the total amount of land in 
the tract under settlement may be leased for cash rents, and although 
rental values may, to some extent, be inferred from sale transactions 
(provided these are normal and not affected by any disturbing factors), 
the direct and indirect data thus collected may nevertheless be too 
inadequate for safe generalization.^ In the ^vords of the Bardoli Com- 
mittee, ‘ a very wide margin must always be allowed for the eccentri- 
cities of the raw material k and the rental figures need to be subjected 
to a close scrutiny before being used for drawing inferences on which 
assessment is to be based. It may be conceded that rental data, if col- 
lected with proper care, tabulated in a manner which brings out their 
real significance and used with due reference to the meanings of the 
underlying transactions, afford almost the only positive evidence that 
could be used with confidence in revising the assessment. Every effort 
should therefore be made lo collect trustworthy rent and sale statistics 
and compile them carefully.- But the task of judging the suitability 
of any given body of statistical and other information for the purpose 
of revising assessments must be entrusted not to the Settlement Officer 
or other Government officers but to a competent advisory committee. 
Further, even where the statistics of rental value appear to be fairly satis- 
factory in quantity as well as in quality, their indications should be 
tested *^nth reference to other factors such as communications, market 
prices, economic conditions, crop experiments, etc. on the lines recom- 
mended by the Bombay Land Revenue Assessment Committee. It will 
be in vert' rare cases that such corroboration of rental data can safely 
be dispensed with. 

" For a fuller discussion of these points, see Report of the Bardoli Revision Settle- 
ment Enquiry Committee, pars. 29-38; also D. R. Gadgil, Bombay Land Revenue 
System. 

See Report of the Bardoli Revision Settlement Enquirv Committee^ par. 38. 
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\Vt therefore 'vvelcome the clarification of the position regarding 
rental value in relation to assessment and the emphasis laid on other 
factors than rental value by the amendment of tlie Bombay Land 
Revenue Code effected in 1939 as also the opportunity given to any 
person aggi'ieved by the report of the Settlement Officer to raise objec- 
tions to it. 

§36. Ricardian theory in relation to the land revenue in India. — As we 
have seen above, the principles governing assessment vaiy from province 
to province so far as their formal statement is concerned. The general 
claim of the Government, however, is that, in the net result, the land 
revenue fomis ever^^vhere in British India a certain moderate propor- 
tion of the economic rent. This is clearly not the case if we take into 
account the large number of uneconomic holdings, the existence of 
whiclr is not disputed by the Government. Here, as Wadia and Joshi 
remark : ' The land tax is not the appropriation of the soil, it is the 
appropriation of the bare minimum of subsistence left to the cultivator.’^ 
In other cases, if in actual practice no more than the pure economic rent 
is taken, this could come about only by accident and not by design, since, 
in calculating the so-called surplus, not all the elements entering into the 
cost of production are deducted from the gross value. For example, the 
labour of the cultivating proprietor and his family is not allowed for in 
every case. Actual rental values on which the revenue rates are based, for 
example in northern India, are apt to be very much higher than the true 
economic rent in a country where agriculture is practically the sole occu- 
pation of the people and where there is no competition as between a 
variety of occupations for the available labour and capital. The cultivator 
sticks to the land although he may have to pinch and starve in order 
to pay an excessively heavy rent. ‘ Witli alternative occupations in the 
shape of industry and handicrafts, there can be no doubt that a large 
number of holdings cultivated under the pressure of necessity today 
would be thrown out of cultivation. - Rental values are also unreli- 
able as indices of economic rent because the land hunger due to pure 
economic necessity is further strengthened by the traditional sentiment 
in favour of investment in land, a sentiment which can w^eaken only 
when there arise a variety of alternative openings for the investment of 
capital through the development of industry. The economic rent in 
the Ricardian sense bears no certain and definable relation to the assess- 
ment, though we are not prepared to say that in every case the land 
revenue impinges on income that is * earned b Nor can we accept the 
contention that merely because land revenue is the first charge on the 
produce of the soil, it cannot be part of economic rent,^ which, accord- 

^ Wadia and Joshi, op. cit., p. 281- 

• ibid. 


=* ibid. 
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ing to the Ricardian theory, is the last charge on the produce. Wdien 
we sav that economic rent is the last charge, we are not thinking of the 
sec^uence in time of ihe different payments but the sec^uence in the 
economic analysis of rent. Just as wages, although they ultimately come 
out or the produce due to labour, are yet paid in advance, similarly the 
rent charge may be realized before the surplus acames, although in 
anticipation of its aca'uing. The true line of criticism would be to 
point out that assessment is sometimes charged and exacted -when there 
ij, no chance of a surplus, and that it is not refunded or excused when 
the expectation of a surplus, however just, is not actually realized. The 
system of suspension and remission of revenue cannot be guaranteed to 
operate, and does not in practice invariably operate, so that the assess- 
ment should in no case trench upon any portion of the gi'oss value which 
is not the true economic rent or unearned income. 
loT A new basis of assessment. — The Taxation Enquiry Committee 
recommend that a uniform basis of annual value should be adopt- 
ed in every province, and that the function of the Settlement Officer 
should he confined to the determination of the annual value under 
such conditions as may be required by the special circumstances of 
each province- By annual value they mean ‘ the gross produce less 
cost of production, including the value of the labour actually expended 
hy the farmer and his family, and the return for enterprise In the 
case of rents controlled by tenancy laws, or by custom having the force 
of law, or where the rent is fixed by the Settlement Officer, it is recom- 
mended that such rent should be taken to be the annual value. This 
will put an end to the vagueness of the principles of assessment pre- 
valent at present. Annual value, as we understand it, is not the same 
thing as actual competitive rental value which may be either too high— 
for example, if the competition among the tenants is excessive owing to 
absence of other occupations and the tradition and force of sentiment in 
favour of agriculture— or in rare cases it may be too low where, for 
example, tenants and landlords conspire and deliberately depress rents 
in order to escape their proper share of the burden of assessment. The 
basis of annual value is also more scientific, inasmuch as it allows for the 
labour of the cultivator and his family and also for return for enterprise. 
§S8. Hate of assessment; a recommendation. — As regards the propor- 
tion of the annual value to be taken, in imitation of the example of 
other countries, the Taxation Enquiry Committee recommend the 
adoption of a comparatively low standard rate whicli should not exceed 
25 per cent of the annual value. As there would be difficulties about 
the immediate adoption of this recommendation owing to the absence 
of definite information as to the percentage of annual value actually 
taken in the various provinces, they suggest a preliminary expert inquiry 
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for ascertaining the rate at present exacted, before a common rate for 
each province is fixed by its legislature. 

In addition to the standard rate, taxation for local purposes by 
local bodies is also recommended by the Committee, and it is turther 
suggested that the maximum lor the ordinary local rates should be in 
the neighbourhood ol 25 per cent of the land revenue. Having regard 
to the fact that the local bodies would be composed largely of agricul- 
turists and landlords, and the fact that the proceeds of the local rates 
would be spent on matters connected with the improvements in the 
locality itself, it is anticipated that the sacrifice would be less reluctantly 
made than if it were imposed in the form of an enhancement of land 
revenue utilized for general purposes by the Government. The system 
of local rates super-added to a flat standard rate on land has been 
found to work' satisfactorily in most European countries where it is 
in vogue. 

?39. What should he the limits of enhancement? — In order to prevent 
too sharp an enhancement of the assessment, some further limit would 
seem to be needed. And we approve of the recommendation of the 
Bombay Land Revenue Assessment Committee to the effect that the 
limit of enhancement should be a general all-round limit of 25 per cent 
without distinction between groups, villages or holdings as at present, 
provided that the talukas in question have already undergone a second 
revision. 

§40. Application of principles of taxation to land revenue.^— (i) The 
. first canon of taxation, namely, that of certainty, may be said to be 
satisfied, land revenue being fixed for the period of the settlement. The 
cultivator knows exactly what he has to pay, although in so far as the 
basis of assessment is still vague, there is an element of avoidable un- 
certainty at the time of the revision of assessment. The introduction of 
a uniform basis of settlement as suggested above will largely remove 
this source of uncertainty. 

(ii) The next canon is that of convenience. In order to satisfy this, 
the land revenue is collected, as already shown, in instalments suitable 
to the cultivator. There is, however, a certain amount of sacrifice of 
the principle of convenience to that of certainty, because the settlements 
are based on averages, the actual assessment fixed representing an 
average of what may be fairly demanded in good and bad years taken 
together. The assumption is that the agriculturist would save up dur- 
ing years of good harv'^est in order to meet the deficiency in bad years. 
This assumption, however, is not true to facts. Consequently, the aver- 
age assessment is felt to be too rigid and oppressive in years of scarcity. 
The system of suspension and remission of revenue, as we have already 


^ See Taxation Enquiry Committee Report, pars. S6'9. 
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remarked, is not vrorked "vvidi sufficient elasticity, and according to the 
Xaxation Enquiry Committee, the inelasticity of the land revenue 
system has driven a large number of people to the money-lender during 
bad seasons- Another source of inconvenience, it may be said, arises 
from the long term of the settlement. The cultivator adjusts his stand- 
ard of living on the basis of the land revenue he has to pay during the 
currency of a settlement, and if tire assessment is appreciably enhanced 
at the next settlement, he finds it difficult immediately to adjust his 
farnilv budget accordingly, though the long-term settlement is granted 
on the assumption that he would get enough time to prepare himself 
for a possible enhancement. An attempt is made to mitigate the hard- 
ship arising from this source by the progressive and graduated imposi- 
tion of large enhancements, and also by limiting^ their extent.^ The 
disturbance due to the process of re-settlement has been, as previously 
stated, reduced to a minimum by the gradual perfection of the system 
of land records, though in some cases this process may take years of 
meticulous inquiry to be completed. 

fiii) As to the canon of economy, the heavy expenses on the revenue 
establishment that is maintained cannot be debited entirely to the work 
of assessment and collection of land revenue, much miscellaneous work 
of an important character outside the purvie^v of land revenue proper 
being still discharged by the revenue agency. 

(iv) As to the canon of ability, the official claim is that it is being 
increasingly satisfied on account of the progressive reduction in the share 
of the state. We have already given the figures in support of this con- 
tention. One of the results of the discussion about land revenue policy 
initiated by R. C. Dutt was the conversion of the standard rates into 
maximum rates.- The Taxation Enquiry Committee give figures show- 
ing how the tendency for the state's share to diminish continued to 
operate from 1903 to 1924. During this period, while prices rose by 
127 per cent, the land revenue rose by 20 per cent.^ Besides, part of 
this rise in revenue must have been due to the increase of about 7 per 
cent in the area sowm. 

As regards the incidence of land revenue, owing to the variations 
in the systems follo^v'ed between province and province and even bet- 

^ See Land Revenue Policy of rhe Government of Jndia^ pp. 38-40. 

“ R. C. Dutt suggested that the heaviness of land revenue assessment was one 
of the most important causes of the famines which visited the country during the last 
century', especially towards the close. As to the connexion between land revenue and 
famines, our views are analogous to those advanced in relation to the similar contro- 
versy’ regarding the connexion between land revenue and indebtedness. We hold that 
land revenue can only be regarded as a minor cause of famines, as it is of rural in- 
debtedness, and for similar reasons. 

* The heavy’ slump in agricultural prices during the depression years ^1929-33, 
howev’er, rudely disturbed the tendency referred to by the Taxation Enquiry Com- 
mittee. 
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ween one district and another, it is impossible to obtain an\ , general 
idea. Five possible criteria may be applied, namely, ii'; the ratio borne 
by the land revenue to the population; hi) the ratio borne bv the land 
revenue to the occupied area, that is the average assessment per acre ; 
(iii) a comparison of the assessment per soil unit : (iv) the ratio burne 
by the assessment to gi'oss or net produce : and (v) the ratio borne h\ 
the assessment to rents or annual value. The Taxation Enquiiy Conr- 
mittee accept the last as the least unsatisfactory method, but, even in 
this respect, Giving to the absence of full and reliable data, they are 
unable to arrive at any definite conclusion regarding the actual burden 
of assessment in the different provinces. 

.XI. Principle of formal justice. — This principle is violated under the 
present system of land revenue because, in the first place, there are inter- 
provincial, and, as we have remarked, even inter-district disparities, 
and in the second place, incomes from land are differentiated for pur- 
poses of taxation from other sources. 

(i) Inter-provincial disparities —T^kin^ the first point, the per- 
manently-settled areas are at present obviously much more lightly taxed 
than those under temporary settlement. As regards the latter, in 11 
districts recently settled in the Punjab, the percentage of land revenue 
to net rental varies from 19 to 36 per cent, widi an average of 25. In 
the United Provinces, it varies from 20 to 42 per cent, with an average 
of 27. In the ryotwai'i provinces, in the case of Bombay, the percentage 
of assessment to rent varies from 17 to 50 in different parts of the pro- 
vince. In Berar, in the case of two cotton talukas recently settled, the 
average is 10 per cent. In Madras, it is apparently in the neighbourhood 
of 17 per cent in half of the districts.^ These figures are not absolutely 
accurate, but they are sufficiently reliable as indications of the existence 
of very considerable inequalities in the burden of assessment in the 
various provinces. The dictates of formal justice would be satisfied if 
the recommendation of the Taxation Enquiry Committee with regard 
to the adoption of a uniform standard of 25 per cent of the annual 
value as the share of the state were carried into practice. 

(ii) Land revenue compared with income-tax —Coming to the 
second point, a comparison between the land tax and income-tax dis- 
closes three striking differences as regards the manner of treatment of 
the two kinds of income. The first is that, in the case of land, there is 
no tax-free minimum- as there is in the case of income-tax, and the 
second is that the percentage of the tax to the income is ver\^ much 
higher in the case of land revenue. The third difference is absence of 

^ See Taxation Enciiiiry Committee Report^ par. 94. 

fact that in theory the land revenue is taken only from unearned income 
can scarcely be regarded as compensating for the absence of a tax-free minimum. 
The range of agricultural incomes being generally very small, especially in r}*otwari 
areas, most of them would escape taxation altogether if land revenue were fixed on 
income-tax principles as they stand at present. 
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progi'cssion. There are nvo ^ivays of assimilating the two classes of taxes ; 
one tv’ay is to make the income-tax conform in all particulars to the land 
revenue, and the other is to change the land revenue so that it resembles 
income-tax in evcrv resoect. The first course is not feasible, and would 
be a retrograde step because it would entail the abandonment of the 
sound principles of the exemption limit, and of gi'aduation. Let us 
tliereiore examine the implications and the practicability of the second 
course and consider, in the fii'st place, the effect of exempting incomes 
from land below the income-tax free limit of Rs. 2,000. This must at 
once be rejected as entirely visionary and impracticable at the present 
moment, because it would touch the financial solvency of the state ; a 
similar conclusion will be forced upon us as regards the second difference 
noted above, and tiie principle of formal justice will have to be sacrificed 
to the principle of productivity or practical expediency. Even if the 
recommendation of the Taxation Enquiry Committee favouring 
'standardization of the land revenue at 25 per cent of the annual value, 
with additions in the shape of local rates, is given effect to, the percentage 
will be higher than in the case of non-agricultural incomes (if we exclude 
from this category a small number of very high incomes which are liable 
to pay a very hea\y' percentage by way of income-tax and super-tax). The 
principle of progression may, however, be applied to land revenue, as in 
the more advanced European countries and Japan, where agidcultural 
incomes are assessed to the income-tax^ or ai'e liable to death duties.- 

On the whole therefore a complete assimilation of land revenue 
to income-tax is not a matter of immediate practical politics, and for 
some time at any rate, the former will have to be treated for purposes 
of taxation as a thing per se. This, however, does not mean that it 
Ishould for ever be allowed to stand outside the normal process of taxa^ 
tion. Land revenue as well as income-tax, which is by no means perfect 
as it stands at present, must be gradually modified till they both confoinn 
to the same principles of taxation. A sound tax must neither (i) remove 
or imperil any instrument of, or incentive to essential or useful processes 
of production, nor (ii) remove or impair any essential or useful element 
of consumption.^ Obedience to these principles implies tliat only un- 
earned surpluses, whether they arise from land or other sources, should 
be taxed, or, if both unearned and earned incomes have to be taxed, 
the latter should be taxed at a much lower rate than the former. 
The whole of the unearned income may theoretically be absorbed by the 

The proposal of Sir Walter Layton, Financial Assessor to the Simon Com- 
mission, to levy- an income-tax on agriculttiral incomes, which are at present exempt 
from it, is discussed in vol. II, ch, xi, gii, 

- The Taxation Enquiry Committee, accepting the view of Dr Gregory-, consider 
that the land revenue is essentially a tax on things and not persons and that therefore 
it is not susceptible to the direct application of the doctrine of progression {Report, 
par. SgV 

See J. A. Hobson, Taxation in the New State, p. 10. 
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state, although only a certain percentage may be actually taken, so as to 
err on the side of safety and to allots for practical difficulties in the tvay 
of accurate calculations of the unearned income. The present svsteni of 
income-tax is faulty because it taxes earned as well as unearned incomes 
at the same rate. The land tax is faulty in that it taxes the smallest 
agricultural incomes from holdings which are admittedly uneconomic. 
Again, land revenue is paid on ail lands whether income is actually 
derived from them or not. Another difference between land revenue 
and income-tax is that the latter is levied on each individual on the 
basis of the income returned by him, whereas in the case of land revenue 
each single plot is not assessed separately and, owing to the method of 
average which must necessarily be employed, some plots may be over- 
assessed and others under-assessed. Further, in theory the land revenue 
is supposed to be a portion of a surplus, but obviously in the case of 
uneconomic holdings there is no surplus, and yet they are assessed to the 
land tax. This raises the question how far it is practicable to exempt 
from land revenue holdings which are below a certain size. Here again, 
we are up against the difficulty that an immediate exemption of all un- 
economic holdings would involve the Government in great financial 
embarrassment. There is also another consideration, namely, that people 
have been used to the land tax in this form from time immemorial, 
and it is acquiesced in and paid without demur, and thus the injustice 
is not vividly felt by the taxpayer. At the same time, there is no doubt 
that if we wish to rationalize our system of taxation, uneconomic hold- 
ings will have to be exempted sooner or later, ^ and also earned incomes 
from land below a certain minimum identical with that which, under 
an improved system, may be deemed suitable for non-agricultura] 
incomes. 

A not very forcible objection against the exemption of unecono' 
mic holdings is that it would encourage subdivision. The proper 
remedy for dealing with the evil of subdivision is to do so directly b} 
suitable legislation and not indirectly by a manipulation of the land 
revenue system. 

§ 42 . Legislative control. — The principle of legislative control of matten 
connected with land revenue is not novel in India. There hac 
been already, in some provinces like Bombay, an attempt on the 
part of the legislature to regulate the administration of land revenue 
by special statute like the Bombay Land Revenue Code (1879). Bu 
the situation was unsatisfactory inasmuch as in some provinces there wa 
no legislative control whatever, whereas in others, where it did exist, i 
was of the most meagre description, and it was necessary to extend it h 
order to redeem the land revenue system from the charge of executiv 


For an .ingenious, though fallacious, argument against the exemption of ur 
economic holdings, see Anderson, op. cit., pp, 14-16. 
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arbitrariness xvhidi made against it.- In this connexion, the 
loliotving words of the Joint Pariiamentar\^ Committee (1919) are worth 
quoting ; ^ The Committee are impressed by the objections raised by 

many witnesses to the manner in w'hich certain classes of taxation can 
be laid upon tie people of India by executive action, without in some 
cases anv statutory’ limitation of the rates, and in other cases, any ade- 
quate presa-ipdon by statute of the methods of assessment. They 
consider that the imposition of nevr burdens should be gradually 
brought more wdthin the purview’ of the legislature. And in particular', 
they advise that the process of revising the land revenue assessment 
ought to be brought under closer regulation by statute. The Committee 
ai'e of opinion that the time has come to embody in the law tire main 
principles by wiiich the land revenue is detei'mined, the method of valu- 
ation, the pitch of assessment, the periods of revision, the graduation of 
enhancements and the other chief processes which touch the well-being 
of the revenue payer/ The Committee thought that this reform was a 
necessary preliminaiy’ before the subject yvas transferred to Ministers 
after securing adequate representation to the rural classes on the 
Legislative Councils. 

ilS- Progress of land revenue legislation. — The above recommenda- 
tion provoked much discussion in the provincial legislatures, which have 
either adopted or have been considering measures for closer regulation 
by law of (i) the principles of settlement and the determination of the 
standard rate of assessment ; (ii) the limitation on enhancement at re- 
vision setdement ; and (iii) the period of settlement In 1928-9, bills 
embodying the principles of land revenue assessment in a statute were 
passed by the Legislative Councils of the Punjab, the United Provinces 
and the Central Provinces.- The Punjab Land Revenue Amendment 
Act (1929; fixes the share or the state at one-fourth of the net assets, and 
extends the period of settlement to 40 years. Legislation has not been 
considered necessary^ in Bengal, Bihar, and Orissa, as large territories in 
these provinces are under Permanent Settlement. In Madras and 
Assam^ attempts to secure legislation regulating the assessment of land 
revenue have not proved successful. In Bombay, the Land Revenue 
Assessment Committee ivas appointed in June 1924, in accordance with 
a resolution passed by the Legislative Council. The non-official mem- 

^ See Government of India Dispatch on the Constitutional Reforms of 1919, 
Sir Sankaran* Nair’s Minute of Dissent. 

“ See India in jgsS-g, p. 321. 

® In Assam a bill was passed in September 1930 fixing .the maximum pitch of 
assessment at 10 per ceni of the value of the gross produce as against the per -cent 
proposed by the Government. The latter figure had been agreed upon the result 
of a compromise with the representatives of all the parties in the Council. The 
bill was returned by the Governor for reconsideration by the Council, which refused 
to accept the higher limit. The Governor therefore withheld his assent to the bill. 
See India in 1930-1, p. 577. 
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bers o£ the Committee strongly recommended that a Standing Advisory- 
Committee of the Legislative Council should be set up to examine all 
revision settlement proposals and that, if the recommendations of the 
Committee were not accepted by the Government, die proposals should 
not be put into force without express sanction of die Legislative Council. 
Such a committee would be highly desirable in view of the natural bias 
of the executive towards stressing the financial point of view, to the 
prejudice of the revenue payer.^ The Bombay Government, who were 
opposed to diis proposal, later modified their attitude of uncompromis- 
ing resistance to any form of non-official control and gave an assurance 
in connexion with the proposed amendment of the Bombay Land 
Revenue Code (see §44 below), that an opportunity would be given, 
not only to the landholders concerned but also to public bodies and 
associations, to discuss the Settlement Officer’s proposals. 

The advent of Provincial Autonomy in April 1957 and the accept- 
ance of office by Congress Ministries gave a further impetus towards 
land revenue reform in most provinces, and widespread changes in 
respect of tlie system of land revenue assessment are in the process of 
being made everywhere. 

§ 44 . The Bombay Land Revenue Code (Amendment) Act ( 1939 ). — 
After a long delay of nearly thirteen years the Congress Government of 
Bombay inuoduced in April 1939 in the Legislative Assembly a bill to 
amend the Land Revenue Code in order to give effect to the recom- 
mendations of the Land Revenue Assessment Committee, with certain 
modifications. The bill, 'which has since become law and come into 
force, seeks to regulate land revenue assessment in the province by 
statute. Under the Bombay Land Revenue Code (Amendment) Act of 
1939 the legislature has the determining voice in orders that might be 
passed in regard to settlements. Under the Act the term of settlement 
is not to exceed 30 years except when in die opinion of die Government 
a revision settlement is inexpedient. The standard rate of assessment 
^vith reference to any particular class of land in each group o£ homo- 
geneous lands is to be so fixed that the aggregate assessment on occupied 
lands in any gi'oup shall not exceed 35 per cent of the amount of rental 
values of such lands for a period of five years immediately preceding the 
year in which settlement is direct ed.^ Other fundamental matters 
connected wdth the process of setdement, such as the factors which are 
to he considered in forming groups, exemption of the increase in the 
value of land due to private improvements from increased assessment, 
the mode of assessment and the limits of enhancement, are also regulated 
by the new Act.^ Provision has been made for the publication of the 
Setdement Report in each village and inviting objections from any 

^ See Government Resolution of 1927 on the Report of the Bombay Land Revenue 
Assessment Committee and the Report by the official members of the Committee. 

“For further particulars see §27 above. ® See also §27 above. 
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person as also for referring the Report to the Revenue Tribunal con- 
stituted under the Bombay Revenue Tribunal Act, i939> application 
from any person aggrieved by the report. Before the provincial Govern- 
ment issues orders on the Settlemeht Report, it has to be placed along 
with objections received, and the opinion of the Revenue Tribunal on 
^ jf a,nv — on the table of each Chamber of the provincial 

legislature. The new Act enables the Government to adjust the assess- 
ment in accordance with the fall or rise in prices of agricultural pro- 
ducts in suitable cases.^ 


‘ See Boiiihay Government Gazette, i6 February 1939, Act No. XII of 1939, 

also §27 above. 



CHAPTER XIII 

INDUSTRIES : A GENER.\L SURVEY 

<1. Industrial history of India during recent times.— In this chapter 
propose to take a general surve\ ot the indubtrial position of India. 
In Volume II ive shall deal with more specific problems such as pro- 
tectionism, large-scale indusu'ies and cottage industries. We have 
already traced the industidal histoi'y of India up to about the end of 
the nineteenth century.^ And we have seen how she roughly till 
the beginning of the nineteenth century, both a manufacturing and an 
agricultural country, how her industries had attained a high state of 
perfection judged by contemporary standards, but how they began to 
languish from die end of the eighteenth century as a result of several 
unfavourable influences. Since the eighties of the la»t century, and 
more particularly from the beginning of the present centui'y, the 
backwardness of India in industrial matters had begun^ to attract the 
notice of patriots and economists such as Dadabhai Naoroji and Ranade, 
and it was held responsible for the recurrent famines from which die 
country suffered, and the grinding poverty of the masses of which the 
famines were a symptom. The Famine Commission of 1880 had hit the 
right nail on the head in pointing out that one of the main reasons for 
the recurrence of famine in India was the absence of diversity of in- 
dustries, and insisted upon this being remedied. A similar diagnosis of 
the situation was presented by the Famine Commission of 1901 and an 
identical remedy proposed. The opinion began to gain ground that 
nature had not destined India to remain for ever dependent on other 
countries for manufactured goods. Even the few industries that 
happened to have struck root in the country without the assistance of 
the Government owed much to foreign capital and enterprise. This 
was a position which could hardly be regarded as satisfactory from the 
national point of view. The feverish activity of the Japanese Govern- 
ment, which had brought their country into the forefront of industrial 
nations within a marvellously short period, stood in painful contrast 
with the apathetic attitude of the Govermnent in this country. The 
cotton excise duties imposed towards the close of the last century under 
pressure from Lancashire lent colour to the suspicion that the Govern- 
ment were worse than merely indifferent to industrial development in 
India. In these circumstances, it is not surprising that the economic 
discontent due to the poVerty of the masses and the lack of industrial 
outlets to educated middle-class youths began to assume a political 

* Ante, ch. v. 
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comolexion. Tlie insiitudoii or the Indian Indusdrial Conference in 
1905 in association v.'ith the Indian National Congress was the first 
definite sign of the alliance between economic and political discontent— 
an alliance vdiich tv'as immeasurably strengthened in the agitation for 
securing the annulment of the partition of Bengal. ‘ The swadeshi 
movement v;as the positive and the boycott the negative expression of 
tha same purpose.'- A great wave of industrial enthusiasm overran the 
whole cGuntrv. Numerous factories for the manufacture of textiles, 
hosierv, pencils, cutlery, matches, glass, etc. were started, but most of 
them came to grief for lack or practical training and even more owing 
to tvant of business experience, and lastly, because the state did not 
so much as raise its little finger to prevent their collapse. The policy 
of differential raihvay rates was allowed to continue, to the prejudice 
of Indian manufactures. Competition from abroad was permitted to 
run its course unhindered by protective tariffs or other means. This 
attitude was not entirely due to the laissez-faire doctrines which had 
more or less consistently been the official creed. It was also caused by 
the association of the boycott %vith the swadeshi movement, which in- 
evitably antagonized the Government. The failure, to whatever causes 
it may have been due, undoubtedly emphasized the lesson that, in tlris 
country, there was no chance for industries without the strong and 
vigorous backing of the Government, at least in the iiiitial stages. Thus 
in the period before the war of 1914-18 Indian industries were very 
poorly developed. Practically the only large organized industries on a 
stable footing w^ere the cotton mill industry of western India, the jute 
industry of Bengal and the coal mining industry of Bihar, Orissa and 
Bengal. It is necessary, however, to take note of one highly important 
step in industrial advance under Indian enterprise, namely the inaugu- 
ration of ihe Tata Iron and Steel Company at Sakchi (Jamshedpur), 
which wus founded in 1907 and commenced operations in 1912. Other 
miscellaneous industries such as cotton gins and presses, jute presses, 
paper mills, rice mills, sugar factories, petroleum refineries, leather 
works, engineering w*orkshops, etc. had also come into existence, but 
they were not of sufficient magnitude or importance to deserve more 
than a passing reference here. 

P2. Survey of the policy of the state in relation to industrial develop- 
ment.- — IVe may, at this point, pause to take a brief review of the 
various changes %vhich state policy has undergone in relation to industries 
in India. It has already been noted how the East India Company's 

See MoKta^'a-Chjhnsfcrd Report^ par. 335. 

- For a mUer treatnifent cf the subject, especially relating to the period of 1Q14-22, 
see -.-v. G. Clow, xke Siate and Industry ^ chs. i-iii. State AcHon in Respect of 
D. H. Buchanan, The Development of Capitalist Enterprise in 
hidia, pp. 460-75, and G. E. Kubbard, Eastern IndustriaUzation and its Effect on the 
r5p. 260-5. 
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commercial instincts made it at first favour the improvement ot those 
industides on which its export trade depended. But this policy had to 
be abandoned owing to the pressure of vested interests in England, and 
India came to be looked upon primarily as a valuable source of the rav: 
materials necessary for developing the manufactures of England. 
This attitude, which was a legacy of the old colonial policy, survived 
for some time after the Company had ceased to be a trading body, and 
even after its extinction and replacement by the direct rule of the 
Crown in 1858. What was at first dictated by self-interest, came later 
to be fortified by the dominance of tlie laissez-faire thebry about this 
time both in England and in India. The interest of the state in industrial 
development did show itself occasionally, but in a very fitful and 
haphazard manner, and it \ms ridiculously inadequate to the needs of 
the situation. For a long time it did not go beyond a very imperfect 
provision of technical and industrial education and the collection and 
dissemination of commercial and industrial information. A few 
industrial exhibitions were held and a certain number of provincial 
monographs on Indian industries were published, but so far as there 
was any activity on the part of the state, it was rather due to the energy 
of a feTv exceptionally far-sighted individual officers than to any consider- 
ed and comprehensive policy laid down by the Government. A change, 
however, %vas gradually coming over the policy of the Government, and 
the first sign of it '^vas the creation in 1905 of a separate Imperial Depart- 
ment of Commerce and Industries at the instance of Lord Curzon. In 
the meanwhile, individual provincial Govermnents, like those of the 
United Provinces and Madras, had begun to put forward programmes 
of industrial policy requiring close co-operation, help and guidance 
from the Government. For example, the Madras Government, en- 
couraged by their successful experiment in the aluminium industry, had 
committed themselves to an increasingly active participation in industrial 
development, which had resulted in considerable impetus being given 
to handloom rv'eaving, the introduction of the chrome process of manu- 
facturing leather, etc. A special official was appointed to supervise and 
stimulate technical and industrial education. But all these efforts, which 
had already provoked the interested opposition of the European com- 
mercial community in India, received a sudden check by the 1910 
Dispatch of Lord Morley, then Secretary of State, who, true to his laissez- 
faire creed, deprecated direct attempts on the part of the Government 
to start new indusades, even for the sake of experiment and demonstra- 
tion and with the object of eventually transferring them to private 
enterprise. ' The policy, which he tvas prepared to sanction, was that 
state funds might be expended upon familiarizing the people with such 
improvements in the methods of production as modern science and the 
practice of European countries could suggest. Further than this the 
state should not go, and it must be left to private enterprise to demon- 
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strate that tliese improvements could be adopted ^vitii commercial 
advantage.’^ This dictum of Lord Moriey damped tiie enthusiasm of 
the Madras Government who, however, later on proceeded to better 
their instruction and retraced their steps farther backwards than was 
necessary.- Lord Crewe, the successor of Lord Moriey, pointed out that 
the Madras Government had placed too limited a construction upon 
the dispatch of 1910 by restricting their efforts to the provision oi 
industrial schools. The new Secretary of State declaimed himself prepar- 
ed to follow a somewhat bolder policy, but it was now the turn of the 
Government of India to be oppressed by doubts as to how far they 
would be justified in sanctioning proposals for demonstration plants, 
financial assistance and other forms of direct state aid to industries. 
They ivere further hampered by the absence of the necessary organization 
and equipment which, they said, prevented them from giving effect even 
to the ultra-cautious policy sanctioned by Lord Moriey. The obvious 
retort to this would, of course, be that the necessary organization and 
equipment should have been created. As a matter of fact tlie Government 
failed to turn to account the enthusiasm for the regeneration of national 
industries caused by the swadeshi movement, ivhich at least on its con- 
structive side was a healthy movement, but ^vhich fizzled out owing to 
many factors, of which lack of Government support was not the least 
important. 

^8. Industrial deYelopment during the war of 1914-18.— Matters drifted 
in this way till the time of tlie First AV^orld W^ar, which proved an eye- 
opener in many ways and brought about a more vivid realization of the 
danger of dej^endence on foreign supplies even for the necessaries of life. 
The cutting-off of tlie enemy countries horn the import trade, and the al- 
most complete withdrawal from it of the allied countries on account of 
their preoccupation ivith the war, seemed to offer exceptional opportuni- 
ties for the development of Indian industries. But neither the public nor 
the Government were ready to take any considerable advantage of this 
favourable situation, seated by the virtually complete, though temporary, 
elimination of foreign competitors, and they had the mortification of 
seeing these opportunities grasped by Japan and the United States, whose 
participation in the import trade of this country increased enormously 
during the war. These countries were in a position to obtain a firmer 
footing in the Indian market because they had already reached a high 
stage of industrialization. India, on the other hand, was labouring 

^ See Ijidtistriiil Coynmission Report, par. 108- 

^ Pandit Madan Mohan Malaviya does not wholly subscribe to the view expressed 
by the Majority Report of the Industrial Commission with regard to the ‘deadening 
effect produced by Lord Moriey 's dictum of 1910', and points out that, although 
Lord Moriey deprecated state-managed commercial enterprises, he was in favour of 
funds being applied to the establishment of well-equipped technical and industrial 
schools. But the Government failed to do anything substantial even in this direction 
Industrial Commission Report, Minute of Dissent, pp. 31 -^-14), 
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under various handicaps such as the great difficulty of ootaining essential 
machinery and materials, which she herself had not learnt to produce : 
the scarcity or total absence o£ technical experts ; the shortage of skill- 
ed labour and of railway wagons, coasting vessels, coal and coking 
plant, etcd 

Further, the military importance of developing the economic 
resources of the country was brought to light by the war of 19 14-1 8. It 
was realized that, tvhile the services rendered by India in the eastern 
theatres were valuable, they -would have been vastly greater if the country 
had been industrially developed. ' Nowadays, the products of an indus- 
trially developed community coincide so nearly in kind, though not in 
quantity, with the catalogue of munitions of war that the development 
of India's natural resources becomes a matter of almost military neces- 
sity.’2 All these considerations resulted in the appointment of the 
Industrial Commission in May 1916 to examine the whole question of 
industrial development in India, and to indicate new openings for the 
profitable employment of Indian capital in commerce and industry and 
the manner in which the Government could usefullv give direct en- 
couragement to industrial enterprise. The Report of tlris Commission 
(1918) particularly stressed the importance of the active assistance of 
the Government in furthering the industrial development of the country 
with the aim of making India more self-sufficient. To this end, they 
considered it necessary that the Government should be provided with 
an adequate administrative equipment and should command reliable 
expert advice on scientific and technical matters. One of their main 
recommendations therefore was in favour of the creation of special 
industrial and chemical services and the establishment of provincial 
Boards of Industries. 

§ 4 . The Indian Munitions Board, — .In the meanwhile, the Indian Muni- 
tions Board had been established by the Government of India in 
February 1917, ‘to control and develop Indian resources, with special 
reference to the needs created by the war, to limit and co-ordinate 
demands for articles not manufactured and produced in India and to- 
apply the manufacturing resources of India to war purposes with the 
special object of reducing demands on shipping’. Although, under the 
terms of reference, the Board was required to concentrate its energy on its 
primary object of assisting the prosecution of the war, especially in the 
eastern theatres, it was able, wdthin the limits set, to foster the develop- 
ment of indigenous industries in various -ways, such as (i) direct purchase 
of articles and materials in India ; (ii) the diversion, by means of the 
priority system and control over Home indents, of all orders from the 
United, Kingdom and elsewhere to manufacturers in India ; (iii) assist- 

^ See Indian Munitions Board Industrial Handbook, p. 16. 

“ See Moniagu-Chehnsjord Report, par. 337. 
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ance to individuals and firms who desired to import plant or engage 
experts or skilled labour from abroad ; and (iv) the dissemination of 
information and expert advice to persons prepared to establish new 
industries in India. In this manner, considerable stimulus was given 
to various industries, notably cotton, jute, iron and steel, and leather 
as also a number of others, such as engineering industries, manufacture 
of chemicals, mineral acids, oils, paper, glass, cement, cutlery, fertilizers, 
paints and varnishes, surgical instruments, etc.^ The adoption of the 
system of Home indents and the priority certificate by the Munitions 
Board was tantamount to the acceptance of the principles of swadeshi, 
for the time being, by the Government, and these new departures from 
the traditional poiic}' of laissez-faire showed hotv much could be done 
in the sphere of industrial development with the active co-operation 
and assistance of the Government. Departments of Industries were 
started bv the end of the war in all the provinces as recommended by 
the Industrial Commission, and die Munitions Board was merged in 
the Imperial Department of Industry and Commerce. The Chemical 
Services Committee was also appointed as suggested by the Industrial 
Commission, The plan of an all-India chemical service ivas, however, 
subsequently dropped, and freedom of action in this matter was allowed 
to the provincial Governments, who became responsible for industrial 
development under the Government of India Act of 1919. Indeed, it 
may be obseir^ed here that the scheme adumbrated by the Industrial 
Commission, which assumed the initiative of the Central Government, 
could not ht in properly with the Montagu-Chelmsford Reforms of 
whicli the keynote was provincial autonomy.- 

Industrial boom after the war of 1914-18. — The cessation of the war 
was followed everywhere by a short period of boom and feverish 
industrial activity, caused by the expectation of a strong revival in 
demand for manufactures which had remained unfulfilled during the 
war, and of the continuation of the high level of war profits and inflation 
of currency. In India there was a period of great prosperity for the 
manufacturing and exporting industries, such as cotton, jute, cement, 
steel and iron, manganese, oil-seeds, hides and skins, etc. During the 
war company flotation was slow, owing to the difficulties in the importa- 
tion of new plant, machinery, stores and technical experts. But after its 
close there set in a regular mania for company flotation, especially in the 
years 1919-21. High dividends were declared and the prices of industrial 
securities rose to unprecedented heights.^ The currency policy of the 
Government, tvhich caused violent fluctuations in the exchange , value 
of the rupee, aggravated both the boom and the subsequent depression. 

^ See S. G. Panandtkar, The Economic Consequences of the War for India, 
pp. 103-9. ' Clow, op. cit., ch. iii. 

* See Textile Tariff Board Report, Table VIII and Bombay Stock Exchange 
Enquiry Committee Report, p. 51. 
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^6. The trade depression. — ^The boom was, however, short-lived though 
its duration varied in difTerent industries. The tide definitely turned 
about the middle of 1920 and a prolonged period of economic depression 
set in. India, like many other countries, showed all the familiar 
symptoms of a trade cycle. The expectations of a fiitm demand and 
high prices w^ere not fulfilled owing to the exiiaustion brought about by 
the war and the deflation of currency w^hich w^as now* started in England 
and various other countries. Moreover, in India the big slump in the 
exchange value of the rupee in 1920-1 embarrassed the importers, w’ho 
had counted on the exchange remaining high, while the exporters notv 
felt the full force of the previous high level of exchange. The extension 
of old industries and the establishment of new ones planned during the 
boom period at inflated prices, now began to w^eigh on die market and 
aggravated the depression. There were heavy liquidations of companies 
and fii-ms and the outlook for those who survived the crash was far from 
bright. The subsequent rise in the exchange value of the rupee from 
1924 further prolonged the period of trade depression, intensifying as 
it did the force of foreign competition in the Indian markets at a time 
when the depreciated currencies abroad had already placed that competi- 
tion at an advantage. The Tariff Board (see §8 below") thus felt 
constrained to allow for this handicap in making their recommendations 
for protection to the iron and steel and the textile industries, which, 
with the sw"ing of the pendulum, had now to face heavy losses or had 
to content themselves wdth such paltry dividends as 4*9 per cent on the 
paid-up capital in 1923 and 2-2 per cent in 1925 and 1926. In these 
circumstances the stock exchanges became extremely unsteady and show-- 
ed a marked bearish tendency. The New^ York crisis (1929) and the 
world slump in prices further intensified the trade depression in India, 
which being mainly an agricultural country suffered more than industrial 
countries like Great Britain.^ The decline in the purchasing power of 
the agriculturist brought about by a big drop in the prices of agricultural 
products adversely affected the fortunes of Indian industry. The agri- 
cultural depression abroad reduced the demand for Indian jute manufac- 
tures in the foreign markets, Eurther, the depression in the industrial 
countries and the depreciation of currencies practised by some of them 
intensified the competition of foreign-manufactured goods in the Indian 
market, and served to accentuate the depression of prices of industrial 
products. 

§7. Industrial recovepy and recession. — As in most countries which 
suffered from the effects of the great depression, particularly in the 
sterling group, the first definite signs of an upward movement in 
industrial conditions made their appearance in India during and after 
1932. Production in all industries except coal recorded considerable 

^ For a discussion of the causes of the world economic depression and its effect 
on India see vol. II, chs. vi and ix. 
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in'creases. The laigest ina'ease ’vas in the case of sugar, its production 
more than treblin.s: itself during the period 1929-30 to 1936-7. The next 
largest iha"ease v/as in the case of cotton piece-goods, where the yardage 
produced wa> nearly doubled in the same period. Cement, steel and 
iron, paoer and jute manufactures also registered substantial increases.^ 
This remarkable increase in industrial production despite the reduced 
purchasing poi\xr of the a,gi'iculturist is explained by the stimulus given 
partly by the protection enjoyed by several Indian industries, especially 
sugar, textiles, steel and iron, and partly by the imports of cheap 
machinery and stores. The funds released in the money market by 
the sale and export of large quantities of gold after September 1931 
made a larger amount of capital available, thus facilitating the floating 
of a large number of joint-stock companies in India.- Finally, the 
Swadeshi spirit encouraged by the Indian National Congress also con- 
siderably helped the expansion of Indian industry. 

The year 1937-8 tvimessed a sudden and rapid change from boom 
to relative depression popularly called * recession k At the beginning 
of the year there was gi'eat activity in the various commodity and share 
markets. Optimism and confidence peiwaded the business community, 
leading to the familiar symptoms of the trade cycle, namely, speculation 
and over-trading. The recovery in agricultural prices and increase in 
the world trade in agiucultural products and raw 'materials in the early 
months of 1937 had meant a growing income for India’s large agi'icul- 
tural population.'^ This increased purchasing power in the hands of 
the agriculturists brought about a better demand for the products of 
Indian industries, the position of which consequently became much 
better than for many years past. Further advance in industrial produc- 
tion was made, especially in the first half of 1937-8. The production 
of sugar increased the most. The cotton mill industry attained a new 
record, as also the production of steel manufactures. The coal industry 
also had a larger output to its credit. The output of the jute industry 
increased abnormally after the breakdown of the agreement regarding 
working hours. But the tide turned in 1937-8 and the prices of primary 
commodities and share values declined sharply. Industries resisted the 
dov.mward movement for some time : but after October 1937, when 
world conditions following in the wake of the recession of American 
origin deteriorated still further, the resistance of most Indian industries 
gave way and they succumbed to the general depression in the com- 
modity and share markets. An upward movement in industrial profits 
and security values was noticeable at the end of June 1938 following 
early signs of recovery in the U. S. A. and the United Kingdom ; hut 
the improvement was not maintained, the tense international situation 
being one of the depressing factors. The same factor militated against 

^ For further particulars regarding these industries, see vol. 11, ch. ii. 

* See vol. II, ch. viii, § 22 . * See vol. II, ch. vi, "§8. 
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a sustained recovery in the first eight months of the year 1939 to 

the outbreak of \var in 1939. There was generally a dull feeling in 
the industrial share market with the exception of iron and steel 
shares, which were steady owing to sustained production in the 
industry.! 

§8. Introduction of protective tariffs, etc. — A large part of the stimulus 
received by Indian industries during the war of 1914-18 was necessarih 
temporary in character and ceased to operate with the cessation of the 
war purchases of the Government and the re-appearance of normal 
trading relations with other countries, after the Armistice in November 
1918. Indian manufactures were again subjected to the full force of 
foreign competition helped by the absence of any protective tariff 
barriers, apart from enhanced import duties imposed for revenue 
purposes under the financial stress caused by the war. In these condi- 
tions, the long-standing demand for a revision of tariff policy again 
became more ^^ocal and insistent than ever. The -subject of tariff policy 
had been excluded, much against popular wishes, from the terms of 
reference of the Industrial Commission, on the ground that it was not 
desirable at that juncture to raise any question of the modification of 
India’s fiscal policy. The support lent by the Montagu-Chelmsford 
Report to the view that, since the theoretical free trader hardly existed 
in India, considerations of justice and fairness required that Indians 
should have full liberty of deciding their own tariff policy and that the 
Government had no right to force their free trade convictions on 
them, strengthened the hands of the protectionist party in India. Of 
similar tenor and significance was the recommendation of the Joint 
Select Committee on the Government of India Bill of 1919, that a 
convention in favour of fiscal autonomy should be established. This 
was subsequently accepted by the British Parliament. The question of 
regulating inter-imperial fiscal relations on the basis of a system of 
preference in favour of goods of Empire origin, which the war had 
brought into prominence, once more threw into relief the general 
question of the tariff relations of India wdth other countries. The 
Committee of the Imperial Legislative Council appointed by the Govern- 
ment of India in February 1920, to report on the feasibility of Imperial 
Preference and the future fiscal policy of India, declared its inability 
to make definite recommendations on the latter question and suggest- 
ed a special commission of inquiry for the purpose. This eventually 
led to the appointment of the Fiscal Commission in October 1921. The 
policy of discriminating protection, to be administered through an 
expert body called the Tariff Board, recommended by the Commission, 
was accepted by the Government of India early in 1923. In accordance 

^ See paper on ‘Price Trends in India during the last decade and their Effects 
on Indian Economy’ by S. G. Beri, Indian Journal of Economics (Conference Number! 
1941, pp. 758-9. 



426 L\DL\X ECONOMICS 

with that polio', a Tarifi Board was instituted to examine the claims 
for protection of several industries. On its recommendation protection 
has been gi'anted to steel and iron, cotton textiles, paper, matches, sugar 
and other industries." 

The indinereiice of the state towards industrial development which 
so long seemed to lie as a blight on the economic aspirations of the 
countrv was thus apparently abandoned, and instead of repeating the 
barren formulx of free trade and laissez-faire in the sphere of industry, 
the Government began to make some positive efforts to help industrial 
develoomeiit to proceed along sound lines.- This change in the industrial 
policy of the state gathered fresh momentum wdth the outbreak of war 
in 1939 (see §§10-14 below). Non-official opinion, however, w’ould 
favour even greater activity than is being displayed by the Government, 
in order to bring about rapid industrialization.^ With proper guid- 
ance on the part of the state, substantial progress in industrialization 
can be achieved within a comparatively short time. We do not agree 
with Calvert’s opinion that ‘ little but failure and disappointment will 
result from anv attempt to compress six hundred years of the industrial 
history of Europe into a short period of state-subsidized activity 
The rapid industrialization of Germany and Japan in the nineteenth 
century proves the unsoundness of such a contention. A similar argu- 
ment used to be advanced in the sphere of politics, and it was suggested 
that what took England a thousand years of constitutional evolution, 
could not be achieved in India in a generation or two. But surely 
one may profit by the experience of other countries, and this ought to 
shorten the period of evolution in economic as in political matters. 

§9. The Congress mo^e for industrial planning for India.— A significant 
development in the recent industrial history of India is the Congress 
move for industrial planning for India. For nearly two decades the 
Indian National Congress was wedded to the policy of reviving and 
encouraging cottage industries and w^as generally opposed to industriali- 
zation in the modern sense of tlie term, involving the development of 
large-scale mechanized industries. The only constructive contribution 
of the Congress on the economic side of its activities was the establish- 
ment of the All-India Spinners’ Association and the All-India Village 
Industries Association. This policy w’'as modified, thanks to the able 
lead given by Mr S. C. Bose, the ex-Congress President, and Mr V. V. 
Giri, the Madras Minister, who were responsible for convening a 
Conference of Industries Ministers from the ‘ Congress ’ provinces at 
Delhi in October 1938. The Conference came to the conclusion that 

^ See vol. II, ch. ii. 

* See vol. II, chs. i and ii for the various measures adopted by the Central and 
Provincial Governments to encourage the growth of large-scale and cottage industries. 

’ See V. K. R. Y, Rao, What is Wrong with Indian Economic Life ? pp. 83-94. 

■* Wealth and Welfare of the Punjah, p. 176. 
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the problems of poverty and iinemplo}Tiient, of national defence and 
of economic regeneration in general could not be solved without 
industrialization. A community ^vhich resisted industrialization had 
little chance of surviving international competition. 

As a step totvards such industrialization the Conference drew up 
a comprehensive scheme of national planning. The scheme emphasiz- 
ed the urgency of taking steps to start key industries of national 
importance, such as the manufacture of machinery and plant and tools 
of all kinds, manufacture of automobiles, manufacture of electrical 
plant and accessories, manufacture of hea\y chemicals, power generacion 
and supply, etc. For preliminary w^ork the Conference appointed a 
National Planning Committee under the chairmanship of Pandit 
Jaw^aharlal Nehru. The Committee w^as formally constituted at Bombay 
about the middle of December 193S and soon after issued a comprehen- 
sive questionnaire relating to the entire economic life of the country, 
including large-scale, medium-scale and cottage industries, agriculture, 
transport, and trade. Later 29 sub-committees on various subjects w^ere 
constituted. To these tw’o more sub-committees w^ere subsequently add- 
ed, viz. on Census and Statistics and Publicity. About twenty of them 
have reported to the National Planning Committee, which has published 
its broad conclusions on the recommendations made by the sub- 
committees. The National Planning Committee tentatively desires so 
to prescribe the standard of achievement and the period within which 
that achievement is to be made as at least to double the standard of 
living including not only the absolute necessaries but also the amenities 
of civilized existence within a period of 5 to 10 years. 

The change in the political situation in the country following the 
outbreak of Tvar in September 1939 and the resignation of Congress 
Ministries gave a setback to the work of the National Planning Com- 
mittee which has only just (since September 1945) resumed its activity 
after five years of quiescence. The wmrk of the Planning Committee has 
been hampered by inadequate finance and absence of full and precise 
statistical data^- and whatever conclusions it has arrived at are 
much too vague and too much taken up with generalities to be 
practically useful. The best-known of the other non-official plans 
is the Bombay Plan, of which a brief account has been given in 
Appendix A of Volume II (yth Edition, 1945) of this book. The 
different provincial Governments and some of the major Indian States 
have formulated their own plans for post-w^ar reconstruction. The need 
of the moment is the creation of a strong national government at the 
centre to co-ordinate these schemes and execute a carefully conceived 
programme of development in the interests of the whole country, but 

^ The Committee has recently published an Education Plan and a Food Plan 
neither of which, however, can be regarded as a satisfactory blueprint on which action 
could be taken. 
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the chances of such a centre emerging from the political melting-pot 
unfortunately appear to oe very remote at the moment (June 1946). 

§10. Industrial development during and after the second world war. — 
AVe may no-^v examine the various factors trhich to some extent favoured 
industrial development during the recent war. In the first place the 
drastic curtaiinieut and restrictions on imports created conditions of 
quasi-rnonopoly for many of the Indian industries in the home market. 
Secondly, the increased demand from the Empire for war materials, 
and India's own defence requirements, called for greatly inmeased 
industrial activity and exploitatioir of the couna'y’s industrial potentiali- 
ties. The role of India as the leader of the Eastern Group of Empire 
countries and provider of die allied armies in the Near East was indicat- 
ed by the session of the Eastern Group Conference at New Delhi in 
October 1940, the visit of the Roger Mission to this country and the 
location of the Eastern Group Council in India. Similar significance 
attached to the visit to India in April 1942 of the American Technical 
Mission under the Lease-Lend Act. The modernization of the Indian 
army as recommended by the Chatfield Committee supplied a further 
incentive to the industrial development of India. These developments 
were borne out by stinking facts and figures. Overseas war orders exceed- 
ing Rs. 160 Q'ores were placed in India dui'ing die first two years of 
the war. The Department of Supply, con'esponding to some extent to 
the Munitions Board set up during the previous war, alone executed 
orders worth over Rs. 56 and Rs. 76 crores in the first and second year of 
the war respectively. These orders covered a wide range of manufactured 
goods such as cotton textiles, jute, iron and steel, engineering stores, 
leather, etc. A big scheme of expansion of war factories in addition 
to the increase of production in the ordnance factories was put into- 
operadon by the Government of India, which fostered industry, en- 
couraging substitutes and adjusting specifications to increased output. 
It is estimated that as many as 20,000 articles required by a modern 
army thus came to be manufactured in the country. India was eventual- 
ly producing 90 per cent of her ivar requirements and sending abroad 
large quantities of arms, ammunition, shells, rifles, sandbags, saddles, 
electric cables, road-rolling plant, electric fans, greatcoats, etc. 

Another favourable factor was the further liberalization of the 
industrial policy of the Government of India during the war. Assur- 
ance was given of protection against unfair competition from outside 
after the war to industries created to meet war requirements, as in the 
case of the steel pipes and tubes industry or the aluminium industry. 
Secondly, the Government of India started a Board of Scientific and 
Industrial Research in 1940, whose finances were in the subsequent year 
placed on a firmer footing by the establishment of a separate Industrial 
Research Fund with an annual allotment of Rs. 10 lakhs for a period of 
five years. Thirdly, the Government of India tried to remedy the 
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shortage of technicians and skilled workers, partly by laanching the 
scheme for training war technicians recommended by the Sargent 
Committee and partly by taking advantage of the facilities odered to 
Indian apprentices for technical naming in factories in the United 
Kingdom under the Bevin scheme. Finally mention may be made o£ 
a number of Committees recently set up to deal with post-war recon- 
struction and the problems relating to transition from war to peace 
economy. 

§11. Reconstruction Committees set up. — Early in June 1941 the Govern- 
ment of India made an announcement regarding the constitution of 
the PostTVar Reconstruction Committee to consider questions relating 
to the post-war economic reconstruction of India. At its first meeting 
held on 23 June 1941, this Committee, consisting of the Secretaries 
of the Government of India in all its Departments presided over 
by the Commerce Member, decided to set up four sub-coniinittees 
to deal with different aspects of post-war reconstruction. These sub- 
committees, consisting of officials and non-officials representing trade, 
commerce and industries, were as follotvs : (i) Labour and Demobilization 
Committee ; (ii) Committee on Disposal of War Contracts : (iii) Com- 
mittee on Public Works, and (iv) Committee on International Trade 
and Agriculture. Subsequently a fifth Committee, drawn from Indian 
Universities, was set up. The official Reconstruction (Co-ordination') 
Committee was intended to co-ordinate the activities of the five Com- 
mittees mentioned above and to supply the necessary materials to them. 
The Co-ordination Committee was to receive the reports of other com- 
mittees and guide them whenever necessary. On the recommendation 
of the Co-ordination Committee the Governor-General-in-Council was 
to take such action as might be considered necessary. 

(i) Committee on Labour and Demobilization It was the duty 
of this Committee : (a) to form a statistical estimate of the increasing 
volume of employment in the industries primarily affected by war 
demands, viz., ordnance and clothing factories, engineering, textiles, 
etc; {b) to consider how far labour actually employed in a given 
direction could be employed in other directions without retraining ; 
what, if any, aiTangements for retraining could be instituted and what 
the direction of retraining should be ; finally, whether any arrangements 
for relief works %vould be necessary and, if so, where and under 'what 
conditions of pay, terms of employment, etc ; (c) 10 keep in close touch 
with the army authorities so that their plans of demobilization should 
not accentuate the problem of employment on the cessation of hostilities 
(the army should, therefore, keep an accurate record of the former 
occupations of recruits) ; and (d) to consider whether the existing 
facilities of linking up the prospective employer with the employee 
w^ere adequate in view of the employment crisis in the post-war 
period. 
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(ii) Committee on Disposal of War Contracts —It was the duty 
of this Committee to suggest arrangements so as to prevent the whoie 
economic structure from being demoralized by a sudden cessation of 
war production, to taper off war-production as commercial demand 
expanded and to arrange for the orderly disposal of surplus stocks 
so as not to break prices and check incipient demands for new 
production. 

(iii) Coniiniitee on Public Works and Goveryiment Purchase 
Policies,— This Committeee was to consider the problem of utilization 
or re-emplo^ment of demobilized labour on a large scale, and to suggest 
an agi'eed public works policy, the object of which would be to accelerate 
public works as the various demands for war purposes tapered off. 

(iv) Committee on International Trade and Agriculture.— The last 
Reconstruction Committee was to concern itself with trade, international 
trade policy’ and agricultural policy. 

The formulation ot long-term trade and industrial policies is proper- 
ly a m.atter for the Government as a whole. But it is clear that changes in 
international trade and tariff policies of different countries will greatly 
affect tlie position of the growers of particular crops, for example, cotton, 
wheat, and oil-seeds. It ’^rill, therefore, be necessary to consider not 
only the direct effects, but also the possibilities of directing agricultural 
production along new lines, if international developments should appear 
to be, on the whole, unfavourable to the maintenance of the present 
scale of international trade and agricultural production. 

§12. Gonsultative Committee of Economists — Besides the four Re- 
construction Committees, a Consultative Committee of Economists drawn 
from the various Indian Universities w’as also set up to co-operate with 
the various Reconstruction Committees, and to offer advice to the 
Government regarding the solution of post-war reconstruction problems 
in the light of the materials and data placed at the disposal of the Com- 
mittee. Presiding over the first meeting of the Consultative Committee 
of Economists held on 24 October 1941. Sir A. Ramaswami Mudaliar 
indicated the nature of the task before the Committee, which should 
address itself to the formulation of positive alternative policies for ready 
application. These relate to questions such as the following : what 
should be the post-war policy of the Government regarding trade and 
industrial developments ? how could their progress be ensured on lines 
planned in advance at present ? how^ far can India be economically self- 
sufficient and how far is it desirable to aim at this goal? At a later 
stage the Committee of Economists was expected to deal ^vdth vaidous 
post-’^var problems of currency, exchange, banking, etc. 

mav conclude with a brief sketch of the machinery of economic 
planning set up in response to the demand for rapid industrialization 
which, in the course of the recent war, has gathered irresistible 
strength. 
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The publication oi the Bombay Plan (see Appendix A, Yol. iP: 
early in 1944 undoubtedly stimulated the interest of the Government 
in the question of industidalization and forced it to take cona'eie steps 
towards its solution. A special department called the Planning and 
Development Department was created and began to function in August 
1944, but was closed in 1946, before the establishment of the Interim 
Government. It was specihcally charged with the task of Industrial 
Planning. A separate office under the Industrial Adviser was attached 
to the Department for this purpose. Twenty-nine special panels were 
created, each of which was assigned one or more industries for ^vhich 
it was expected to plan and report to the Industrial Adviser. There 
were also a number of Policy Committees on different subjects such as 
Transport, Trade, Posts and Aviation, Industries, Shipping and Agri- 
culture,’ with officials and non-officials as members and representing the 
Central Government as well as the Provinces and the States, which were 
to meet once or twice a year to review the work done and lay dowm a 
policy for the future. 

N At the instance of tlie Planning and Development Department, the 
different provinces have prepared their own Five-Year Plans, which are, 
however, mainly a collection of the schemes put forward by the different 
Government departments for their own expansion and development. 

The abrupt termination of hostilities and tlie serious food situation 
due to widespread failure of crops, have compelled the Government to 
leave aside long-term planning for some time and devote dieir whole 
attention to anti-slump measures and measures to meet the imminent 
danger of wholesale starvation. 

Apart from the stark necessity of facing these grave immediate 
issues, there are other causes why solid results could not be expected 
from the planning machinery outlined above, which suffered from 
serious defects of organization. The Department of Planning was not 
invested with powers to direct and control central as well as provincial 
planning. While its functions in respect of industrial planning were 
defined ^ivitli some precision, its functions in respect of other aspects of 
planning "were left vague and undefined. Planning must be comprehen- 
sive and properly integrated to be fruitful of results. There are 
at present too many planning agencies working in isolated compart- 
ments and for Tvant of co-ordination the ' planning ’ is so chaotic as 
to be a misnomer, being in fact hopelessly unplanned. The permanent 
civil servant is still effectively in control. Being too much wedded to 
routine and precedent he is incapable by training and tradition of 
taking long-term views nor is he genuinely interested in achieving results. 
The expert and the non-official with vision and imagination have 
little part in shaping or executing plans and policies. With the 
establishment of a national government, it is expected that the necessary 
change in outlook and organization will be accomplished. 
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§ 13 . Handicaps of Indian industry.— India N still dependent on foreign 
supplies of machinery, essential stores and accessories. It was the diffi- 
culty of importing these freely which largely deprived India of the 
opportunity of building up her industry in the first world war. For the 
second time in a generation India has been called upon to fight with 
inadequate industrial equipment. India also lacks the heat^ chemical 
industries vdiich ai'e indispensable for industrial development. A further 
serious handicap is the shortage 01 experts and technicians, which caused 
one ot the ^vorst bottle-necks in India's war-supply programme. 

In spite of these handicaps a number of industries have benefited 
in different degrees by the conditions created by the war. These may 
be divided into two classes : (i) large organized industries, old and new 
and (ii) medium-sized and small-scale (including cottage) industries, 
old and new. In the first class may be included existing industries such 
as the iron and steel, jute, cotton, leather and tairning, woollen, chemical, 
sugar, paper, and cement industries.^ Of special interest to India at 
the moment are new large-scale industries such as the aluminium and 
hea\T chemical industries, new branches of engineering industry includ- 
ing machine-tools, and the aircraft and ship-building industries. In this 
connexion it may be observed that while the first world war stimulated 
the development of Indian industries turning out consumer’s goods, 
the second war encouraged to some extent the establishment of ' key ’ 
industries turning out producer’s goods or capital goods. 

It is noteworthy that the war gave a stimulus to a number of medium- 
sized, small-scale and cottage industries. Among the small-scale and 
medium-sized industries which derived substantial benefit are those 
connected with the manufacture of glass, rubber goods, minor chemicals, 
stationery, buttons, durries, cutlery, sola-pith hats and mosquito-nets. 

The pressure of war orders on the production capacity of cotton 
mills, and the realization that the cotton handloom industry could 
better supply certain textile articles such as surgical bandages, brought 
more ivork to the handloom w^eavers. Big orders for army blankets 
were secured by the w^oollen handloom industry. 

§ 14 . American Technical Mission — \Ve may here refer to the American 
Technical jMission, headed by Dr Henry Grady, w^hich visited India in 
April 1942, and after carrying out an investigation into India’s \var 
production submitted its Report early in June 1942 to the Governor- 
General of India. Although the object of the Mission was to help India 
in all-out production to win the war, some of its recommendations are 
valuable even for purposes of peace-time reconstruction. For instance, 
the Mission recommends a drastic rationalization and regimentation of 
Indian industry, also a further investigation into the possibility of 
producing power alcohol, further measures to extend the availability 

^ For particulars regarding these industries, except the sugar industry, see vol. 11. 
ch. ii ; for the sugar industry see ch. vi above. 
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oi electric power, the expansion of the steel industry, measures to stimu- 
late the production of aluminium, measures to conserve tin and rubber, 
the acceleration of the production of refined sulphur, etc. It iavours 
great augmentation of the training programme of tlie Governmeni or 
India, both in special institutions and in industrial plants themselves. 
Regimentation of the economic life of the entire community is implied 
in the Mission’s recommendation about industry. 

§15. Industrial backwardness of India. — That the present position of 
India as regards industries is backward needs no labouring. This is 
indicated by the overwhelming predominance of agriculture in the 
national economy, the small number of towns, the large export of raw 
materials and large import of manufactured goods in normal years and 
the low national dividend. There is a limited development of indus- 
tries, but in tlie first place it is uneven, being restricted only to those 
industries which have appeared to offer safe and easy profits ; generally, 
commerce has been preferred to new industrial ventures as a profitable 
mode of investment. In the second place, the Fiscal Commission’s 
observation that ‘ the development has not been commensurate with the 
size of the country, its population and its natural resources ’ is even 
today largely validd Even as regards those industries which have been 
established in the country fiimily, for example the textile industries, 
there has been an almost exclusive reliance on foreign imports for the 
supply of accessories, stores and machinery, etc. The facility with which 
they could be imported on account of the anxiety of industrially 
advanced nations to secure the Indian market, combined with the policy 
of free trade, made the establishment of tliese industries a matter of 
difficulty. The Government’s policy in the past of placing indents 
for their miscellaneous stores with the India Office, encouraged by the 
absence of a Stores Purchase Department in India, was not calculated 
to improve matters in this respect. India thus found herself without 
the basic equipment necessary for a stable industrial organization in 
the form of the metallurgical and chemical industries. Iron and steel 
and the engineering industries existed on a negligible scale. India could 
not boast of so much as * a machine to make nails or screws ; though 
she could build a locomotive or a marine engine, provided most of the 
necessary parts were obtained from abroad Chemical industries for 
the manufacture of acids and alkalis of industrial importance were 
practically non-existent and thus severely handicapped such indigenous 
manufactures as paper, matches, oils, explosives, dyes and textiles, 'which 
were compelled to depend on foreign chemicals. Another serious indus- 
trial deficiency has been the scarcity of foremen, engineers, technical 
and chemical experts, owing to the unsatisfactory nature of the facilities 
for industrial training in India, and the consequent dependence on 
foreign skilled labourers, technicians and experts. 

- Industrial Commission Report^, par. Si- 


^ Report, par. 41. 

1—28 
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India’s sources o£ power have already been described, and we have 
seen that, although her position with regard to coal, wood-fuel or oil 
for the purpose of generation of power is not so favourable as is some- 
times imagined, there are great possibilities of utilizing her large rivers 
and watersheds and harnessing them to industrial uses. Her forest 
wealth is immense, and the development of modern means of transport 
and research in forest products, together with a larger investment of 
capital, are lihely to result in a stimulus to industries based on the great 
variety of the forest products of the country. So far as man-power is 
concerned, it is true that compared with European labour Indian labour 
is inefficient, intermittent and floating in character, but it is abundant 
in quantity and is capable of improvement in quality under a proper 
system of tiieoretical and practical technical training, better housing 
in industrial areas, tvelfare work, trade union organization and so on. 
As regards the paucity of competent managers, as Calvert observes, 
* the best u'aining for the future manager is to be acquired in the mill 
and amongst the men he is to manage. The art is picked up in the 
atmosphere of industry Since the atmosphere does not exist at present 
on any appreciable scale, the country %vili have to follow the example 
of Japan and import foreign managers tvhen necessary, and, more 
important than this, send out young men to foreign lands to receive 
the requisite experience and training. A time will surely come when 
the required atmosphere w’ill be created in the country and recourse lo 
either of these methods will be superfluous. Indian capital has long 
enjoyed the reputation of being too shy, but it may be confidently expect- 
ed to be less and less timorous if reasonable assurances are forthcoming 
that it can be invested with security and profit. The striking success of 
recent loan operations of the Government in the Indian money market 
and the successful flotation of a considerable number of joint-stock 
companies, together with the fact that lately considerable investment 
of Indian capital in sterling securities has been brought to light, are 
additional proofs that the shyness of Indian capital is disappearing. 
Thfe improving banking organization of the country, the assurance of 
a large home market and the enthusiasm for the industrial renaissance 
of India should fm'ther help in drawing out the savings of the people 
for purposes of productive investment in modern intlustries. The 
differential rates policy followed by the Indian railway companies— an 
evil the existence of w’hich was admitted by both the Industrial and 
the Fiscal Commissions— has long been a grievance of the Indian 
industrial and commercial community, but the transfer of the 
principal railway systems to state management and the creation of the 
Rates Advisory Committee are calculated to remove this grievance and 
make railway administration more sympathetic and helpful to the 


^ Wealth and Welfare of the, Punjab j p. i68. 
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Di'ogress of industrialization. The problem of improving inland road 
:ommunication, which is extraordinarily defective at present, espedallv 
in rural areas, is being tackled ; Road Boai'ds have been created in 
some provinces, and the Indian Road Development Committee (1928) 
has made some useful recommendations, the adoption of which has 
given some stimulus to road construction, which forms an important 
item in practically every plan of post-war development. 

§16. Benefits of industrial developmentd— * The benefits which will ac- 
crue to India from industrial development are so obvious as scarcely to 
need formal statement. We have had many occasions for commenting on 
the great poverty of the Indian masses and the many weaknesses in our 
economic system to which it is due, 

(i) One of these weaknesses is the excessive concentration of the 
productive energies of the people on one single occupation, namely, 
agriculture. An adequate development of industries will remedy this 
situation. It will make for a more even distribution of the population 
among a variety of occupations and bring about a more stable national 
economy. It will thus make the problem of famine relief much less seri- 
ous than it is at present, by drawing off a certain proportion of the surplus 
numbers at present engaged in agriculture. 

(ii) Secondly, the establishment of industries will lead to an in- 
crease in the national dividend and wall enable the masses to raise their 
standard of living, which in its turn wall increase their efficiency and 
hence their productive capacity. A beneficent spiral of action and 
reaction will thus be set up. 

(iii) Thirdly, industrial development will improve the taxable 
capacity of the people through the increase in the national dividend 
and will enable the state to finance schemes of national regeneration 
which are at present held up for want of funds. It is also clear that a 
diversification of industry wall make the system of taxation much more 
elastic than at present, for taxes on agriculture like land revenue are 
incapable of ready expansion, but taxes on other sources, of wffiich the 
income-tax is the most outstanding instance, are to a large extent auto- 
matic and bring additional money into the state coffers without much 
difficulty. 

There is no reason therefore to suppose that a policy of industrializa- 
tion, as prophesied by Sir Thomas Ainscough, His Majesty’s Senior 
Trade Commissioner in India and Ceylon, in his Report for 193?"^^ 
will adversely affect the central revenues owdng to reduced receipts from 
import duties on foreign-manufactured goods. IMoreover, while some of 
the existing imports may dwindle, other imports wall take their place 
as the standard of living in the country rises, ^together on a balance 
the public revenues will gain in consequence of the industrialization 
of the country. 


^ S^e Fiscal Commission Report, cb. :y. 
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(iv) Another important advantage of industrialization is its favour- 
able reaction on national character and the scope it gives to diversity 
of aptitude and talent. It supplies an antidote to the intellectual inertia 
and conservatism which characterize a predominantly agricultural 
country, unless agriculture also is organized on industrial lines as in 
the United States and Denmark. Generally speaking, an industrial 
population is intellectually more alert, and towns have therefore always 
been the centres and radiators of civilization and culture. As Maitland 
says : ‘ There he thoughts v’hich come to men tvhen they are tightly 

packed.'^ Industrial training wdli also offset that absence of practical 
gi’asp of affairs which characterizes the products of the too literary 
system of education which prevails at present, and wall generally enable 
the people to shoulder better the new responsibilities w^hich the impend- 
ing achievement of political independence must place on them. 

(V) Industrialization will further go a long way towards supplying 
a solution for the serious problem of middle-class unemployment which 
may loom large again in the post-war years. The young men will be 
relieved from the necessity of depending exclusively on Government 
service or a few overstocked professions such as law, medicine, etc. 

(vi) The military importance of industrialization has already been 
discussed elsewhere. 

(vii) Further, the unprofitable habit of hoarding wdrich, although 
it is generally exaggerated, must all the same be admitted to exist, is 
likely to dimmish with the greater opportunities for investment and the 
prospect of making handsome profits, w’hich industrial expansion will 
offer. The joint-stock organization of modern industry serves to 
utilize small amounts of individual savings which would otherwise lie 
dormant. There is the further consideration that tvealth tvhich is 
accumulated in industrial enterprises is more readily available for 
further employment as capital than similar amounts acquired, say, by 
way of agricultural profits, 

(viii) Lastly, an extension of industry by increasing tiie output 
of national wealth will increase the resources of the people in general, 
and more particuiaidy, of that section of the people which is engaged 
in industrial production, as wages and profits in industry are generally 
higher than in agriculture. 

1 17. Reactions of industry on agriculture. — The reactions on agriculture 
would be almost 'vvholly beneficial. One reason for the languishing 
condition of Indian agriculture is, as we have seen, a deficiency of capital. 
This shortage of capital is likely to be remedied by the accumulations in 
industry being made available for investment in agriculture. We may 
recall in this connexion that the great advance of English agriculture 
during the period of the Industrial Revolution was financed by the 
profits made by the commercial and industrial magnates. The strong 

^ Quoted by A. M. Carr-Saunders, The Problem of Population, p. 425. 
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sentiment in favour of investment in land is sure to attract a considerable 
portion of the earnings of successful business men in much the same ^vav 
as this happened in England, owing to the great political and social status 
attaching to the possession of land. 

The effect on agricultural wages tvili be to raise them, especially 
in areas adjoining centres of industrial activity. One of the consequences 
of industrial advance would be a multiplication of towns and cities, and 
we have already noted that the propinquity of urban areas has a stimu- 
lating effect on rural populations, making them more progressive. 
Again, agriculture, in its capacity of provider of raw materials needed 
for industry, is sure to receive an impetus to enhanced production to 
meet the ever-inareasing demand of the expanding industries- 

It is sometimes argued that the development of industries, by draw- 
ing off the population from the land, will lead to a diminished food 
supply. Hotvever, having regard to the fact that at present the industrial 
workers are less than two per cent of the agricultural workers, it does 
not seem likely that even with a very rapid development of industries 
this distribution of population wdll be seriously altered in favour of 
industry and against agriculture. Besides w'e are looking forward to an 
era of improved agriculture tvhich will enable a smaller population, 
not only to maintain production on the present scale but to 
increase it considerably by the adoption of up-to-date methods. 
The fear therefore that is sometimes expressed that agriculture 
may come to occupy a subordinate place as a result of industriali- 
zation is without any foundation. In any case, we must not make a 
fetish either of agriculture or of industry. ^V’hether agriculture occupies 
the first or second place is after all immaterial so long as the nation 
divides its labour and capital between the two in such a manner as to 
maximize the national dividend. As a matter of fact agriculture is so 
much suited to the conditions of this country that it will always retain 
its importance in India. This will be even more so if we allow weight, 
as "ive very well might, to the non-economic arguments in favour of 
agriculture, namely, that it helps to maintain a sturdy and prosperous 
yeomanry, whicli is the strongest bulwark of the state. 

Sir Thomas Ainscough in his report on the trade of India with 
the United Kingdom (1937-8) gave expression to an apprehension that 
the policy of industrialization as contemplated by the Congress authorities 
and Provincial Governments must inevitably lead to a serious dash of 
interests with the agricultural element, which constitutes nearly 70 per 
cent of the population. In view of what has been said above, it is, 
however, clear that there is no antithesis between agriculture and industry 
and that they should be regarded as complementary to each other and 
not competitive. 

The controversy of agriculture versus manufactures is thus pointless 
and unreal. We have seen that agriculture stands to benefit vastly by 
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industrial development, and it is equally true that the prosperity of 
industry is bound up with that of agriculture if only because the agricul- 
turist in India will be the principal customer for the products of Indian 
industries.^ 

§ 18 . Capital for industries. — ^This may be discussed under two headings : 
indigenous capital and external capital. 

Indigenous capital .— have remarked above that the indigenous 
capital supply of the country is tending to improve both in point of 
adequacy and venturesomeness, especially since the war of 1914-18. This 
is evidenced by the vast increase in Government rupee loans and in the 
paid-up capital of joint-stock companies registered in India. There is, 
however, still great scope and need for improvement as regards the 
increase and employment of the indigenous capital resources of the 
country, without which industrial development in India will be greatly 
retarded. This question has assumed great importance in view of the 
fact that indusu'ial activity is no longer restricted to a few channels, 
such as those provided by the cotton and jute mill industries, but is in 
quest of other numerous fields, as exemplified by the establishment of 
the Tata Iron and Steel Works, cement factories, paper mills, sugar and 
glass factories, and the contemplation of a large number of ambitious 
schemes : for instance, in connexion with the greater utilization of the 
water-power possibilities of the Western Ghats ; the additions to the 
existing steel works ; the creation of a group of subsidiary concerns to 
convert the output of the steel works into manufactured products : 
the production of machinery, automobiles, mill accessories, etc.^ All 
these other schemes contemplated by the various planning authorities 
require vast amounts of capital, and it is necessary to take proper 
steps to tap all the dormant capital in existence at present. In 
order to understand how this might be done, we must undertake a 
preliminary examination of the nature and extent of the capital available 
(i) in the mofussii and (ii) in the bigger commercial towns, and the 
manner in which it is employed. 

(i) In the mofussii there is hardly any organization of capital 
owing to the practical absence of suitable banking facilities. The 
extension of commercial joint-stock banking presents special difficulties, 
although the position in this respect has been eased to some extent by 
the establishment of a number of branches of the Imperial Bank at the 
principal district towns. The Post Office Savings Banks, and latterly also 
co-operative banks have been able to tap a portion of the rural savings, 
but on the whole, the village money-lender remains practically the only 
supplier of capital for the local needs of the agriculturist, artisan and 

‘ 'Ir is not a question of agriculture versus industry, but of the two great occu- 
pations expanding side by side, with agriculture always necessarily taking the lead.* 
{H. Calvert, Xi ealth and Welfare of ihe Pvnjah, p. 186.) 

^ See Industrial Commission Report, par. 280, also vol, II, ch. ii. 
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petty trader. It is very rarely that he employs his capital in ne'^v 
enterprises. A lai'ge part of the savings of the \v'ell-to-do agriculturist 
is locked up in jewellery and hoards. Government officials and profes- 
sional classes favour investment in land either by way of purchase or 
mortgage, though the banking habit is growing very much faster in 
the case of these classes than among agriculturists. 

(ii) In the Presidency and commercial towns, the situation is 
somewhat more satisfactory. There are better banking facilities and 
greater readiness on the part of the people to invest savings in industrial 
and commercial enterprises, and, generally speaking, a well-considered 
and sound business proposition promoted by men of standing and 
technical knowledge does not fail to attract the necessary capital. But 
even here, difficulties are not altogether absent. The existing banking 
system is too inelastic from the point of view of industrial finance. 
The Imperial Bank is precluded from supplying long-term finance to 
industries and extending loans against mortgage of immovable property 
under the existing law which has remained unchanged in this respect 
even after the establishment of the Reserve Bank of India in 1935. 
Moreover, the Imperial Bank keeps a margin of 30 per cent or more 
in extending loans against the security of liquid assets. Other banks 
have followed this practice, which causes great inconvenience to indus- 
trial concerns. The exchange banks carry on a lucrative business in 
foreign exchange to which all their capital is devoted, and, moreover, 
most of them are foreign in management and capital. This precludes 
them from coming to the assistance of Indian industrial enterprises for 
lack of the necess^y contact with indigenous industries and knowledge 
of Indian conditions ; nor can they be expected to be very sympathetic 
to the needs of industrial development in this country. The Indian 
joint-stock banks have generally shown a tendency to adhere to orthodox 
commercial banking resting on short-term finance, ^ and the experiments 
made by some of them (for example by the People's Bank of Lahore 
which went into liquidation in 1913) in the opening years of the present 
century to combine ordinary commercial banking wdth industrial bank- 
ing proved a failure owing to the locking up of short-term deposits in 
long-term business which it involved, and also to the mistake, which 
w^as too commonly made by the banks, of sinking an excessive proportion 
of their funds in a single industry. 

Owing to the difficulties of industrial finance, many of the large 
industrial concerns have at present to depend upon managing agents 
for the supply of both block (initial) and working capital. The manag- 
ing agents also ' purchase large blocks of shares and debentures of the 
mills controlled by them, and it is mainly on their credit that banks 

^ See 'Re-port of the Central Banking Enquiry Co 7 nmittee, pars. 339-40, also 
P. S. Lokanathan, Industrial Organization in India, ch. v. 
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lend to industrial companies.^ ' The managing agency system is the 
Indian substitute for a well-organized capital market and an industrial 
banking system of Western countries, and has come into existence 
by the sheer force of economic circumstances/- It is by no means a 
perfect arrangement and has many serious drawbacks.^ Another 
source from which mills in Bombay, Ahmedabad and Indore obtain 
finance consists of deposits from the public. This is, however, a 
very unsatisfactory and precarious source of finance and has been 
aptly called a * fair-weather friend When times are bad, these 
deposits are liable to be withdrawn from good as well as bad concerns, 
thereby aggravating the position at a time when all the resources are 
required to carry over tvhat may be only a temporary period of depres- 
sion. Lack of a recognized method by which the general public can 
obtain advice and assistance as regards investments also prevents a free 
flow of capital for industrial development.. 

IVe thus reach the conclusion that even in to\ms there is no adequate 
provision for the long-term finance required by industries. A few 
industrial banks were started, but the most important and the one wLich 
at first appeai'ed to hold out the brightest prospects, namely, the Tata 
Industrial Bank, after a somewhat ineffective and inglorious career, 
soon abandoned the industrial side of its work and contented itself for 
a while w’ith ordinary commercial banking and foreign exchange busi- 
ness, until it was eventually (1923) merged in the Central Bank of 
India, which is a purely commercial bank. The short career and failure 
of the Tata Industrial Bank may, among other reasons, be attributed to 
the fact that the Bank was started during a boom and had an extraordi- 
narily difficult period to face. Moreover, it committed the blunder of 
becoming more or less the promoter and financier of concerns associated 
with one firm of managing agents.-^ 

The difficulties of financing industrial enterprises operate with 
special force in the case of small middle-class entrepreneurs tvho, unlike"" 
the big industrial magnates and joint-stock corporations, cannot furnish 
the security of stocks or approved names. Co-operative credit is not 
suited to their case, being useful only for small artisans like the 
weavers. In these circumstances, there has been an insistent demand 
for some financial assistance on the part of the state directly or indirectly 
by some such means as guaranteed dividends, direct loans, purchase of 
finished products and so forth. The subject of industrial finance was 
reviewed at length by the Industrial Commission (1916-18) and later 
by the Central Banking Enquiry Committee (1930-1). 

See Report of the Central Banking Enquiry Committee, par. 350. See also 
S. K, Basu, Industrial Finance in India, ch. vi. 

^ S. G. Panandikar, Banking in India, p. 215. 

A short account of the origin and working of this system is given in vol. II, ch. ii, 

* See P. S. Lokanathan, op. cit., pp. 258-9. 
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The chief method that commends itself to the Industrial Commis- 
sion is the establishment of special industrial banks in India. Thev 
consider that the establishment of such banks, working on approved 
lines, is of sufficient national importance to justify Government assist- 
ance. They point out that what is required is a bank which can keep 
in touch with small industrialists, is able to estimate the prospects of a 
fairly extensive range of industries, and possesses funds which it can 
afford to lock up for a time in securities not readily realizable. They 
further recommend the appointment of a special expert committee to 
lay down a definite scheme in this connexion and to define the methods 
of state assistance to such banks. They contemplate that, whatever 
other assistance the Government might give, they should supply expert 
advice to industrial banks through the Departments of Industries in 
order that the banks may be in a position to estimate the prospects of 
industrial projects seeking their assistance. The industrial banks would 
not themselves be able to enlist the services of experts, and the Govern- 
ment would do well to supply the need.^ Problems in connexion with 
the constitution of industrial banks, as also the recommendations made by 
the Central Banking Enquiry Committee in favour of the establishment 
of Provincial Industrial Corporations and an All-India Industrial Corpo- 
ration, will be discussed in volume II.^ 

Pending the establishment of such banks, the Industrial Commission 
suggest that the existing joint-stock banks should finance middle-class 
industrialists by advance of loans, subject to a guarantee by the Govern- 
ment, after- an investigation by the Director of Industries and his 
expert staff into the financial standing of the applicants and the prospects 
of their business. The Commission further recommend that the Govern- 
ment should always provide direct financial aid in a few cases, such as 
public utility enterprises or those of national importance. Such assis- 
tance might take the form of a guarantee of dividends, loans of money, 
an undertaking given by the Government to purchase the output, or 
state contributions to the share capital. All these forms of aid must 
be subject to suitable precautions in order to safeguard the financial 
interest of the Government and to prevent the concessions from being 
exploited by foreign capitalists. The financial stringency of the pre-war 
years was probably one of the reasons for the indefinite postponement of 
vital proposals, such as the establishment of industrial banks. It is true 
that State Aid to Industries Acts have been in operation in the Punjab, 
Madras, Mysore, Bihar, Orissa and Bengal since 1923 and State Aid 
to Industries Rules have been issued in Bombay. But these Acts have 
not been very helpful to industrial finance, and in the aggregate only 
small amounts have been advanced under their provisions.^ The 

^ See Industrial Commission Report, pars. 287-92. 

' Ch, X ; see also Report of the Central Banking Enquiry Counmittee, pars. 401-9. 

’’ For a detailed review the working of these Acts in the various provinces 
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establishment of separate industrial banks therefore is still a desideratum. 
The comprehensive survey of Indian banking recently conducted by the 
Central and Provincial Banking Enquir}^ Committees has served to 
emphasize further the need for a satisfactory solution of the present 
difficulties of industrial finance. In the questionnaire issued by the 
Central Banking Enquiry Committee special prominence was given to the 
subject of industrial banks and credit facilities for India's main indus- 
tries, and its recommendations, if given effect to, are calculated to place 
industrial finance on a progressive basis. It is gratifying that state-aided 
industrial credit corporations were in 1936-7 established in the 
United Provinces and Bengal.^ It may be added that the Bombay 
Industrial and Economic Survey Committee has also strongly recommend- 
ed a small Industries Bank for the financing of small-scale industries 
by the Provincial Government,- 

§ 19 . External capital. — The problem of external capital has come into 
special prominence since the adoption of the policy of protection in 1923. 
It is generally felt that the advantage of protection to the nation would 
be largely cancelled if foreign capital and enterprise were allowed, with- 
out let or hindrance, to take shelter behind the tariff walls. Even under 
the regime of free trade a considerable number of companies with foreign 
capital had established themselves in the country. Indeed, as we have 
already seen, modern industrialism in India ow^es its inception to foreign 
capital. The question of the right policy to be adopted with reference 
to foreign capital was examined both by the Fiscal Commission (1921-2), 
and by the External Capital Committee, -which was appointed in 1924 
in connexion with the debates on the Steel Protection Bill in the 
Assembly. 

^ 20 . Amount of foreign capital. — It is difficult to form an accurate 
estimate of the amount of external capital invested in India, but 
there is enough statistical material for a rough estimate.^ A recent 
estimate of foreign investments in India by Mr B. R. Shenoy places 
them at £2,275 millions in March 1945. This is arrived at as follows : 
Market value of external debt = £830*61 million; multiplied by the 
wholesale price index, this comes to £2,058 million. Add to this 
£162*40 million, which represents the foreigners' share in rupee loans. 
This is, however, a considerable overestimate as inter alia it does not 
take into account the large transfer of foreign business to Indian hands 


see Proceedings of the Fifth Industries Conference [Bulletin No. 50, of Indian 
Industries and Labour^. 

^ This question is discussed , further in vol. II, ch. i, §14 and ch. x, §55. See 
also N. Das, Industrial Enterprise in India, pp. 138-40. 

" For further particulars see vol. II, ch. x, §56 and Report of the Bomhav 
Economic and Industrial Survey Committee, par, 219. 

* See ‘India Debtor or Creditor?’, article in Eastern Economist, 24 May 1946. 
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that has taken place since 1939.^ Besides, full allo'^vance for the actual 
rise in security and share prices, which in many cases are aruhciallv 
inflated, is not justified, because even if it were decided to buv over 
all foreign assets, it would not be impossible to fix the purchase prices 
at fair and reasonable levels considerably lower than the current levels. 

Further, Indians hold a large and increasing share both in external 
companies and in companies wdth rupee capital under non-Indian 
management, for example, in the jute mills, although as against this 
we must note that companies with rupee capital registered in India 
may have a large number of foreign shareholders and the control may 
be in non-Indian hands. Cases in point are the jute mills 01 Calcutta, 
the Buckingham and Carnatic Cotton Mills, Madras, and the Cawnpore 
Woollen Mills .2 

Apart from any question of an accurate computation of the amount 
of foreign capital in India, there is no doubt about the broad fact with 
which we are mainly concerned here, namely, that the total amount 
of foreign capital engaged in this country in some form or other is still 
considerable. Many of the large-scale business enterprises in India, 
such as banks, shipping companies, railways, insurance companies, tea 
and coffee plantations, mining companies, tanneries, etc., are carried 
on with the help of foreign capital, though in recent years Indian capital 
is- striking out new paths for itself and also increasing as regards the 
aggregate amount. 

§21. Foreign capital in India: main issues. — We may now consider the 
question of national policy wdth reference to foreign capital. Foreign 
capital may enter the country either as loan capital or as investment 
capital. It is generally agreed as regards the former that, while every 
endeavour should be made to mobilize the internal capital resources 
of the country, so long as indigenous capital is not forthcoming suflicient- 
ly rapidly and in adequate quantity, there is not only no objection to 
borrowing capital from abroad but it is positively advantageous to 
do so. 

Other countries such as Japan^ and the United States of America, 
although intensely nationalistic in feeling and policy, have encouraged 


^ .Since iqi4 the tendency has been noticeable for the volume of Indian capita; 
employed as well as the number of Indian concerns to increase more rapidly than 
, foreign capital and foreign concerns. Conditions brought about by the recent war 
have greatly intensified this tendency. 

" In recent years there has been a remarkable increase in the number of joint- 
stock companies affiliated to a nominally Indian concern, e.g. by adding the words 
"(India) Ltd.’ 

® Cf. ‘India’s position with regard to foreign capital is very different from that 
of Japan. Japan borrowed abroad to finance her industrial development, but retained 
control of capital in her own hands and eventually evolved from a debtor 10 a creditor 
nation. . . But India in comparison with Japan has suffered from the limitation 
that her use of imported capital has carried with it outside control over the choice of 
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the use of foreign capital in this forai. Similarly, educated non-official 
Indian opinion has not opposed the use of foreign capital in this 
sense. R. C. Dutt, for instance, regarded the policy of raising capital 
abroad to finance state railways as sound and well-advised. The 
foreign investor is in this case merely entitled to the stipulated rate of 
interest and acquires rights of control only in the event of default. 
Instances of this class of foreign capital are furnished by the various 
state and municipal loans, bonds of port authorities, bonds and deben- 
tures of private companies and bank loans.^ As Dr Slater puts it, ‘ as 
no foreign control enters into the question, the main matters for consi- 
deration are ... (i) can a -new asset be created by means of an external 
loan wffiich will yield a net annual return, directly or indirectly, to 
the people of India, exceeding the stipulated rate of interest ; and (ii) 
can the money be borrowed abroad on the 'whole to greater advantage 
than in India ? If both of these questions are answered in the affir- 
mative, ob\iousiy the use of external capital is advantageous.’ The 
External Capital Committee, however, introduce a reservation to the 
effect that, in the case of Government and quasi-Government loans^ 
the rate of interest should not be the sole consideration between an 
external and an internal loan. They suggest that, apart from considera- 
tions of exchange, resort should he had to rupee loans as far as possible 
rather than to external loans, even though the rate of interest on the 
former may be somewhat more unfavourable, the idea being to foster 
habits of saving and investment, and furnish first-class security in the 
form of Government scrip and well-secured bonds as cover for 
bant accommodation to industrial enterprises in India. From this point 
of view in particular must welcome the recent large repatriation of 
India’s sterling debt and its ultimate conversion into rupee debt. 

Foreign capital, hotvever, normally seeks entry into the country 
on a speculative and profit-sharing basis and involves foreign control 
and management. It is against this class of capital that objections are 
generally urged." 

§22. Objections to foreign capital, — The principal points against foreign 
capital have been stated as follows.- (i) The first obvious objection is 
that the profits go out of the country. To some this objection appears 
so over^vhelming that, rather than allow the natural resources of the 
country to be developed and exploited principally for the benefit of 
foreigners, they would like to see a complete ban on external capital 
even though this might result in an indefinite postponement of the 
industrial development of the country. This feeling is particularly 

investments, and hence over the general trend of economic development.’ — G. E. 
Hubbard, Eastern Industrialization and its Effect on the West, p. 273. 

^ See External Capital Committee Report, par. 17, 

See Fiscal Ccnnmission Report, par. 290, and Minute of Dissent, pars. 54-B ; 
External Capital Committee Report, par, 17. 
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strong with regard to ‘ key industries ’ or industries important from the 
point of view of national defence, and those natural resources of the 
country, such as minerals, which once exiiausted cannot be replaced, 
(ii) The second objection is that foreign firms prefer to choose as 
directors persons of their own nationality, a partiality which is extended 
to the selection of members of their superior staS, so that Indians have 
no reasonable chance of rising to positions of responsibility. They are 
also unwilling to train Indians as apprentices, so that one of the main 
advantages claimed for foreign capital is usually missed, (iii) Lastly, 
there is the political objection against foreign capital, namely that it 
gives rise to vested interests which are usually antagonistic to the 
political and economic aspirations of the country. This applies parti- 
cularly to countries which are politically subject nations. The suzerain 
power in such cases helps foreign capitalistic interests to exploit the 
subject country and to keep it economically backward and in return for 
this favour, foreign capital can generally be relied upon to throw its 
weight and influence against any movement of political emancipation 
or progress. Even in a country which is politically independent, foreign 
capital is usually found to ally itself with the actual administration 
in the country however oppressive and unpopular it may be, because 
its own selfish interests lie more in stability than in progress. The 
interference of foreign investors through their own governments or 
otherwise, in the political and economic affairs of a country where their 
capital is invested, is an ever-present danger. India has had a bitter 
experience of all these evils of an unholy alliance between an alien 
government and foreign capital. It is only latterly when India’s march 
towards independence has begun to appear irresistible, that foreign 
■capital is finding it necessary, in sheer self-defence, to identify itself 
more and more Tvith the Indian standpoint. 

§23. Uses and advantages of foreign capital. — There are, however, several 
grounds on which, in spite of the disadvantages noticed above, it may on 
the whole be necessary and desirable to welcome foreign capital subject 
to certain reserv^ations. (i) One of the advantages of foreign capital 
is that, with its help, the process of industrialization and consequently 
of the enrichment of the country is expedited. The country gains from 
the beginning, because the industries, although dependent on external 
capital, cause an increase in the national wealth at least in the form 
of the wages paid to the labour that is employed. If the alternative 
lies between no industrial development and industrial development with 
the help of foreign capital, it is clear that the latter is to be preferred 
from the purely economic point of vievr. No doubt, the country would 
benefit most if profits as well as wages remained in the country, and 
it is of the utmost importance that indigenous enterprise should come 
forward as quickly as possible to undertake the task of the industrial 
development of the country, and everything should be done to encourage 



INDIAN ECONOMICS 


446 

it to do so. The -wages, whether they bear a small or a large proportion 
to the gross earnings, undoubtedly constitute a net gain to the country.^ 
But the more important gain, apart from that which comes by way of 
an immediate increase of national wealth to the extent of the -wages 
earned, is that the foreign capitalist imports into the country the tech- 
nical knowledge including the possession of valuable patents, and the 
organization which are needed to give an impetus to industrial develop- 
ment. But this advantage can only be reaped fully if facilities are 
provided by the foreign firms to train the people of the country in 
industrial organization and technique. In this connexion it must 
be noted that although European capital has been active for a long 
time in the field of Indian industry, its presence has not resulted in any 
appreciable advantage of the character described above. This shows that 
merely allowing unrestricted entry to foreign capital is not automatically 
fallowed by the advantages claimed for it. It is necessary to impose 
such conditions on foreign companies as are calculated to hasten the 
industrial education of the country. No useful purpose is serv'ed by 
denying that Indians are, at present, lacking in the qualities of industrial 
leadership and in industrial kno-wledge. But they are capable of learn- 
ing the lessons which the West can teach them in these respects, provided 
they get proper opportunities and facilities for so doing. And if they 
fail to get the necessary initiation into up-to-date methods and new 
ideas at the hands of foreign industrialists, the main object of allowing 
foreign capital to establish industries in the country will be defeated. 

Another advantage claimed for foreign capital is that it bears the 
initial cost of development and smooths the path of indigenous 
enterprise.- It is, ho-^vever, a sign of weakness if a country ahvays 
depends upon foreigners for taking the risks attendant upon industrial 
enterprise. The commendable initiative shown in recent years by Indian 
industrialists in launching ne-tv enterprises such as the aircraft factory and 
the ship-building yard shows that Indians can now be relied upon 
more and more to face pioneering risks attendant on the industrializa- 
tion of the countr^\ Sometimes they are also finding it advantageous 
to launch joint enterprises with foreign concerns allowing them a share, 
but not a predominating share, of control. Recent instances are the 
Birla-Nuffield combine for the manufacture of motor cars and the 
1 ata— Imperial-Chemical-Industries scheme for setting up the dye-stuff 
industiy^ in India. 

,§24. Proposed restrictions on external capital.— -On a consideration of 
the advantages and disadvantages of foreign capital, we come to the 
conclusion that, although we must not receive it too freely and with 
an excess of compliment, it has an important role still to perform in 

See T. Morison, Economic Transition in India, p. 220. 

The history of European enterprise in India Is briefly dealt with in D. H. 
Buchanan’s Development of Capitalist Enterprise in India, ch. iii. 
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the industrial development of the country, provided its operations are 
brought under suitable regulation and it is subjected to certain restric- 
tions. The restrictions have to be devised so as to reconcile rvo convict- 
ing sets of considerations. On the one hand, foreign capital must be 
attracted in just the required quantities and of just the required hind. 
If the restrictions are too rigorous, external capital is likely to be scared 
away, to the detriment of the country. On the other hand, the total 
absence of restrictions or excessive leniency in imposing them carries 
with it the danger of foreign capital occupying the whole field of remune- 
rative industry without any corresponding advantage to the country. 
The kind of restrictions proposed are as follows : 

(i) Foreign companies should be incorporated and registered in 
India with a rupee capital so as to offer facilities for investment to 
Indians and to identify the management with Indian national interests. 
The objection that diis restriction is likely to be evaded by the formation 
of private instead of joint-stock companies is met by pointing out that 
the large capital necessary for modern industrial enterprises cannot ordi- 
narily be raised by private firms and that, in any case, if such an evasion 
is seen .to occur on a large scale, special legislation might be passed to 
prevent it. 

(ii) Secondly, a proportion of the shares of such companies should 
be reserved for Indian investors in order to ensure sufficient Indian 
control on the management. A less extreme variant of this is that this 
proportion shouid be reserved for Indian subscribers in all new dotations 
for a definite period of time. It has been objected against this provision 
that it would be utterly useless, unless restrictions were placed on the free 
transferability of shares subscribed to initially by Indians, but if the 
free transferability were impeded, the Indian shareholder would be 
penalized as the result of a restricted market for his shares and the 
consequent loss in their value. On the other hand, the reservation of 
a certain proportion of the shares for Indians would so far limit the 
amount of capital in the industry, and by lessening competition would 
increase the yield to it, but this in its turn means that the capitalist would 
gain at the expense of the consumer. Lastly, it is objected that it would 
be practically impossible to prevent the evasion of all such restrictions.^ 

(iii) Thirdly, it is proposed that a certain percentage of the directors 
should be Indians, preferably chosen by the Indian shareholders. The 
objection that this restriction savours of a narrow racial communalism, 
w’hich is, moreover, fatal to businesslike and efficient management, has 
been met by the counter-argument that the very idea of imposing certain 
disabilities on foreign capital because it is foreign, is a kind of commu- 
nalism which, on other grounds, is nevertheless regarded as necessary. 
Even England has not been free from the taint of communalism, mean- 


^ External Capital Committee Report, pars. 21-3. 
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ing thereby a certain amount of discrimination against the foreigner. 
In illustration of this, Pandit Malaviya points to the provision of the 
English Overseas (Credit and Insurance) Act 1920, restricting the grant 
of credit only to such finns as possess a predominantly English character. 
Similai'ly, in India, even under the free-trade regime the Government 
had already accepted the necessity of such restriction whenever conces- 
sions were granted to private companies. 

(ivj Fourthly, it is proposed that all companies, Indian and 
non-Indian, should provide facilities for the training of Indian appren- 
tices and that penal taxation should be imposed for non-compliance. 

It is generally agreed that some such restrictions on foreign 
capital are necessary for minimizing its disadvantages and maximiz- 
ing the advantages. Such restrictions have actually been legalized 
in the Indian Steel Industry’ Protection Act of 1924* There is, however, 
a difference of opinion as to the cases to which they should be applied. 
The Majority Reports of the Fiscal Commission and the External Capital 
Committee, for example, would prefer to impose these restrictions only 
when a definite concession or pecuniary assistance, such as a bounty, has 
been granted by the Government to companies, their general objection to 
the wholesale imposition of these conditions in all circumstances being 
that they would be too onerous and would therefore be evaded, or, if not 
capable of being evaded, would frighten away foreign capital almost 
completely. The Minority Report of the Fiscal Commission, on the 
other hand, argues that protection in itself constitutes an important 
concession and that logically no distinction can be made between favour- 
ing an enterprise by definite concessions like bounties and favouring it 
by admission to the benefit of a general system of protection, and it 
opines that the restrictions proposed above should be applied in all 
cases, whetlier particular concessions are granted or not. 

The general conclusion that emerges from the above discussion is 
that, in the first place, external capital is in some measure necessary in 
the present circumstances for the purpose of hastening industrialization 
and shortening the period of the consumer’s sacrifice (which will continue 
so long as protective tariffs are maintained) and for providing it with 
the modern equipment of industry. In the second place, however, the 
inflow of external capital must be controlled so as best to fulfil the objects 
specified above. How exactly and in what circumstances this control 
should be exercised is a matter more of detail than of principle. The 
difference of opinion between the Majority and Minority Reports of the 
Fiscal Commission, to which we have referred, arises from the fact that 
the IMajority have a very limited faith in the efficacy and wisdom of 
the proposed restrictions, whereas the Minority entertain a positive 
bias in favour of them. But there is a fundamental agreement between 
them as regards the national end to be achieved by the regulation of 
foreign capital. 
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How fai* the methods of regulation suggested will be effective in 
attaining the aims kept in view, can only be decided by a process of trial 
and error. If a particular type of conti'ol is found in practice to be 
injurious, it is always possible to withdraw it or supply a con'ective to 
suit the circumstances of each case. We do not think that iiTeparable 
injury will result from beginning wffth comparatively stringent regula- 
tions on the lines recommended by the ^Minority Report ; if they are 
found unsuitable, they can be changed and moderated as may be demand- 
ed by circumstances. We do not believe that capital, that may be scared 
away as a result of restrictions which prove by experiment to be too 
severe, cannot be coaxed back again by relaxing them if and as necessary. 
A certain initial bias, however, in favour of restrictions on foreign capital 
would be in consonance with enlightened Indian opinion. 

$25. Position of foreign capital under the 1935 constitution. — The 
Government of India Act of 1935 contains a number of provisions with 
respect to discrimination, etc., and they may be summarized as follows: 

British subjects domiciled in the United Kingdom cannot be denied 
the right of entry into British India nor could any disability be imposed 
on tliem in regard to travel, residence, the holding of property and of 
public ojOSce or the carrying on of any occupation, trade or profession 
in British India. 

No differentiation in respect of taxation against British subjects 
domiciled in the United Kingdom or Burma and British companies 
or companies incorporated in the United Kingdom or Burma is 
permitted. 

British companies carrying on business in India are eligible for 
any grant or subsidy to the same extent as is payable to companies in- 
corporated in British India. 

No ship or aircraft registered in the United Kingdom shall be 
subjected to any treatment which is discriminatory in favour of ships 
or aircraft registered in British India. 

Permission is given to Indian legislatures to confine subsidies for 
the encouragement of trade and industry, in the case of companies not 
engaged in such branches at the time of the legislation, to such bodies as 
are incorporated under the rules of British India and which offer facilities 
for training Indians, and have up to half of their directors Indians. 

The provisions wdth respect to discrimination hold good only so 
long as corresponding discriminatory treatment is not shown in the 
United Kingdom against Indians or Indian companies. Moreover, these 
provisions would be suspended in case a convention is made between 
His Majesty^s Government and the Federal Government ensuring simi- 
larity of treatment to each other's nationals and companies, after the 
establishment of the Federation.^ 

^ See the Gk>vernment of India Act (i 935 )> sections iii-iS, N. S. Pardasani, 
How India is Governed, pp. 136-7, G. N. Joshi, Indian Administration, pp. 122-3- 

1-29 
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Besides the statutory provisions indicated above, the Instruments 
of Instructions of the Governor-General and the Governors give wide 
disQ'etionary powers to them in the matter of assenting to bills, enabling 
them to withhold their absent from any measure which, though not 
in form discriminatory, would in their judgement have a discriminatory 
effect. In case of doubt as to whether a particular bill does or does not 
offend against the intentions of the Constitution Act in the matter of 
discrimination, the Governor-General and Governors are required to 
reserve the bill for the signification of His Majesty's pleasure. 

The principle of reciprocity by which no restrictions will ordinarily 
be imposed on British enterprise in India unless similar restrictions are 
imposed on Indian enterprise in the United Kingdom is meaningless, 
and has little value in practice W’hen we realize that diere is no Indian 
enterprise in the United Kdngdom competing with British enterprise. 
To invest this principle with any real meaning it would be necessary to 
secure the rapid advance of Indian industry and trade until they become 
comparable to British industry and trade in point of strength and vigour. 
On a literal reading of the provisions against commercial discrimination 
any action that may be felt to be necessary in the national interests 
and in self-defence against the competition of powerful British concerns 
operating in India wdll be attended wdth the most extraordinary difficul- 
ties. All these hampering restrictions on the development of Indian 
trade and industry are certain to disappear with India's impending 
advance towards independent nationhood. 

§26. Need for developing internal capital resources. — It is obvious that 
the greatest advantage will be realized when the country is in a position 
to satisfy her requirements for ne-w capital almost entirely from internal 
rather than from external sources. As the External Capital Committee 
remark : ' The real solution of the problem of external capital lies in 

the development of India's otvn capital resources.' In order to draw 
out the ‘ vast store of dormant capital ' in existence in India, ‘ banking 
facilities must be increased and extended The important siTBjea'of 
the development and reorganization of Indian banking, as also the recom- 
mendations of the Central Banking Enquiry Committee and the Provin- 
cial Banking Enquiry Committees, will be pursued in a separate chapter 
on Banking.^ 

The replacement of foreign by indigenous capital implies that 
industries should not only be financed by Indians but also owned 
and managed by Indians. This latter point, however, has already been 
dealt with earlier in the chapter. 


See External Capital Committee Report, Summary of Recommendations. 
^ See vol. II, ch. s. 
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THE FAMINE INQUIRY COMMISSION (1944) FINAL REPORT 
SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 

Food Administration in India during the War^ 

The food-grains coming to the market in India consist of the 
individual small contributions of millions of small cultivators, and the 
problems confronting food administration in India are, first, the control, 
directly or indirectly, of the flow of these innumerable small streams of 
grain and the larger streams into which they coalesce, in order to ensure 
the provision of supplies for the urban population and those classes in 
the rural areas which buy their supplies, in whole or in part, from the 
market ; and secondly, the equitable distribution of the available supplies 
among the two classes of consumers at or within pre-determined price 
levels. The procurement machinery for the maintenance of supplies 
of food-grains in the different provinces does not conform to a uniform 
pattern. Conditions vary greatly throughout India and the adoption 
of a uniform procurement machinery would have been impracticable. 

The only completely satisfactory system of procurement and distri- 
bution of food-grains is one in which, first, the whole of the surplus of 
every producer is at the disposal of the Government and, secondly, the 
entire population is rationed. Such a system is desaibed as one of 
' full monopoly 

Full monopoly schemes are in operation in parts of Madras and 
isome of the Indian States. The levy' scheme in operation in parts 
of the Bombay province is also, for all practical purposes, a scheme of 
full monopoly. 

Schemes of full monopoly are not a practical proposition in Bengal, 
Bihar, and the permanently-settled areas of Orissa and Assam. In areas 
which have an assured surplus, schemes of full monopoly are not 
necessary. In deficit areas in which internal distribution presents, or in 
the future may present, serious difficulties, the administration should 
aim at the introduction of schemes of full monopoly. 

In Orissa and the Central Provinces and Berar, schemes are in 
operation which give the Government a limited monopoly of purchase 
over the marketable surplus. 

Storage is one of the most difficult problems with which food 
administrations in India are faced. It is recommended that all admini- 
jstrations which store grain on a considerable scale should, as far as 
possible, place their storage branch in chai'ge of a fully qualified 
technical officer assisted by the necessary technical staff. 

The poor quality of grain distributed by the different administrations 
has often given rise to justifiable complaints. The problem of quality 
will not be completely solved until there is in each province, whether 
surplus or deficit, a reliable agency competent to test and inspect all 
food-grains brought into Government stock. 

The general level of prices of food-grains in India is high compared 


' pp. 26-43. 
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%vitli the \vorld level. Indian prices must fall when consumer goods 
become more plentiful and cheaper, and imports of rice are orice again 
available, but so long as the supply position of cereals remains as at 
present, prices generallv will have to remain at about their present levels. 
K prices should fall substantially before imports of rice become avail- 
able production mav suffer a setback. The present policy to hold 
prices at about tlieir' present levels till the supply position is easier is, 
therefore, the correct course to follow. 


Statistics of Acreage and Yield of Crops^ 

Problems arising out of the production and distribution of food- 
grains during the war have emphasized the need for accurate statistics 
of aa'eage and yield of crops. 

Every Director of Agriculture should be provided with a capable 

Statistical Assistant. . * - i 

A qualified statistical officer should be appointed at all provincial 

headquarters to whom should be entrusted the study of all aspects of 
economic and social progress in the _ province. ^ ^ ^ 

For statistical purposes edible oil-seeds should be classified under 
the head ‘ food arops Separate figures showing &e aa'eage under 
potatoes, sweet potatoes and tapioca should be given in the Agricultural 
Statistics for India. 


The Need for Imports^ 

India, before the war, was not self-sufficient in food-grains, a small 
exportable surplus of wheat being offset by large imports of rice. 
Although the production of food-grains has increased consumption has 
also increased, owing to the growth of population, and a higher per capita 
consumption by the poorer classes of the population. India is still in 
need of imports. 


Relaxation of Controls^ 

The process of relaxation of existing controls and the return to 
normal conditions must be a gradual, regulated and co-ordinated process; 
othenvise the chaotic price and supply conditions which prevailed in 
many parts of the country in the suminer of 194^ and during the greater 
part of 1943 may recur. The permanent objectives of food policy have 
a bearing on the problems of the transition period and must be 
prominently kept in mind in considering these problems. The organi- 
zation of food administration during the transition period should be 
designed, not with a view to securing the most expeditious return to 
pre-war conditions, but so that it can evolve into a system of regulation 
of prices in normal times. 

The transition period may be regarded as commencing with the 
arrival of the first shipments of rice from Burma in appreciable quanti- 
ties. Its probable duration is unpredictable; it may last until 1951-2. 
During the first stage of the transition period, it should be possible to 
secure the diminution and eventual elimination of wide price disparities 
now existing in different parts of the country. If the actual prices 
which prevailed during the quinquennium ending 1938-9 are worked 
out in each province, and a price in the, neighbourhood of 240 per cent 
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of such average determined, the result would broadly represent the target 
price level to be aimed at at the end of the first stage of the transition 
period. Concurrently with the reduction of prices the more stringent 
forms of control should be withdrawn. 

The main problems of the second stage of the transition period 
would be the co-ordinated removal of cordons around provinces and 
States, and the retransfer of the responsibility of distribution of supplies 
from Government agencies to the trade. At the same time Governments 
must be prepared to reintroduce controls should this be necessary, and 
to ensure the maintenance of the price level within predetermined 
limits. Effective methods for preventing the price level from falling 
below a predetermined minimum should be perfected at this time. 
During this stage the price level should not be allowed to exceed 240 
per cent of the pre-war level, that is, the average of the quinquennium 
ending 1938-9, nor allowed to fall below 18a per cent of the pre-w^ar 
level. The maintenance of the suggested minimum level during the stage 
of the transition period is essential to the orderly development of the 
country's economy. It is only by setting before themselves in concrete 
terms a definite task to perform during the transition period, and 
actually solving the problems involved as they arise, that Governments 
will acquire the basis of practical experience on which a system of 
regulation of prices suitable for normal times can be devised and operated. 

Administrative Co-ordination^ 

A special need for regional co-ordination will arise in the circum- 
stances of the transition period, and the establishment of Regional Food 
Councils consisting of representatives of the Governments of provinces 
and States in each region is recommended. The functions of Regional 
Food Councils should be to advise Provincial and State administrations 
on the steps to be taken by them in order to secure, within the region, 
the co-ordinated removal of cordons, the maintenance of supplies tlirongh 
inter-provincial and State trade, the execution of a common price policy 
for the region within the frameivork of an all-India price policy^ and 
the fulfilment in the region of the all-India basic plan. 

The need also exists for the establishment of a permanent and 
recognized machinery for co-ordination of food administration at the 
centre as well as in the provinces and States. 

A suitable model for such machinery already exists in the All-India 
Food Conferences. In the place of ad hoc conferences summoned at 
irregular intervals, a permanant organization should be established 
which may be called the All-India Food Council. 

Population, Nutrition and Food Policy 

Population^ 

The population of India has increased by about 30 per cent since 
1872 and is now in the neighbourhood of 400 millions. 

The reported net area under food a'ops per capita is about 0*7^ 
acre. It appears that during the last 30 or 40 years the area under 
cultivation per capita has decreased. 

American experts have calculated that 1 • 2 acres per capita are 
required to produce an ‘emergency restricted diet' in the United States 

of America. ^ . . 

During the decade 1931-41 the population of large cities 
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increased more rapidly than the population as a whole. During the 
same decade, however, the non-urban population increased from 300 
to 339 millions and its percentage to the total fell only from 88*9 to 
87-2. Whatever the future prospects of industrial development, India 
is at the present time essentially a country of agriculturists. 

Analysis of the various factors concerned with population gi'owth 
suggests that, in the absence of major calamities, the population will 
reach 500 millions in 20 or 25 years’ time. 

The food position in relation to population appears to be in certain 
respects less favourable than in 1880. There is, however, no fully 
satisfactory evidence that standards of nutrition have declined since 
that date. India, in relation to the existing stage of her industrial and 
economic development, is overpopulated, increasing pressure of popu- 
lation manifesting itself in various ways. On the other hand, the advance 
of science has opened up possibilities of increasing food-production which 
did not exist 60 years ago. 

AVhatever success in increasing food-production can be achieved, 
ultimately a decrease in the rate of population growth is not only desir- 
able but necessary. While an addition of a further 100 millions to the 
population within the next 25 years must be anticipated, the essential 
point is whether, when that figure is reached, the whole ' reproductive 
situation’ including the relation between the birth-rate and the death- 
rate will be favourable to continued growth at an equal or accelerated 
rate, or whether the population will have reached, or be approaching, 
a position of stability. 

Urbanization is, for various reasons, associated with the slackening 
of population growth, and increasing urbanization in India may have 
a similar effect. 

There is evidence that the practice of family limitation has appeared 
in this country^ but it is as yet confined to the more prosperous classes. 
At the present time a deliberate State policy with the objective of 
encouraging the practice of birth-control among the mass of the popu- 
lation is impracticable, both because of public opinion on this matter 
and because of the low economic condition of the poorer classes and 
their lack of education. A fall in the birth-rate will tend to follow 
rather than precede economic betterment. 

Development of public health services may in the long run have 
a tendency to stabilize population. A high birth-rate accompanied by 
a high death-rate means waste of human effort and lives. It is suggested 
that an assault on infant mortality would ultimately tend to reduce 
the birth-rate. The State can legitimately take steps, through the 
medium of health services, which will have the effect of encouraging 
family limitation. Knowledge of birth-control could be imparted 
through maternity and child welfare centres, by women doctors, to 
women whose health tvould be endangered by further or excessive child- 
bearing, and also to women who seek advice because of a reasonable 
desire to ' space ’ their children. 

"^Vhile the fact that there is a serious population situation must be 
recognized, the primary problem is that of under-development of 
resources, both agricultural and industrial. 

The Problem of Nutrition^ 

Among the poor sections of the community in India, both urban 
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and rural, there is much undernutrition as well as malnutrition. Thirtv 
per cent of the population in normal times do not get enough to eat. 
Further, a large proportion of the population of India consume a diet 
ivhich does not contain protective foods in sufficient amounts. 

Much ill-health, disease and mortality in India, particularly ainoii< 
infants, children and women in the child-bearing period, is due to 
malnutrition. Diseases caused by or associated with insufficiency ci 
some food factor or factors in the diet are of common occurrence. The 
improvement of nutrition is, therefore, an essential part of the public 
health programme in India. 

A well-balanced and satisfactory diet is beyond the means of large 
sections of the population. The poor man is forced, in order to satisfy 
hunger, to depend largely on .the cheaper kinds of food. The lack of 
purchasing power is thus a most important cause of malnutrition. The 
improvement of the diet of the people cannot be achieved without a 
great increase in the production of protective foods and simultaneous 
increase in purchasing power. 

Food Policy^ 

The poorer classes, both urban and rural, cannot afford to purchase 
a balanced diet even if protective foods are available in sufficient 
quantities. At present the most widely consumed cereal, rice, is in 
short supply and the production of protective foods— pulses, meat, fish, 
fruits, and vegetables— is quite insufficient. The resources of India, 
both agricultural and industrial, if vigorously developed, are such as 
to remove any future threat of famine and decisively raise standards of 
living and nutrition. 

The state should recognize its ultimate responsibility to provide 
enough food for all. Governments in India have within the last loo 
years accepted the duty of preventing widespread death from famine, 
but the further obligation of taking every possible step not only to 
prevent starvation but improve nutrition and create a healthy and 
vigorous population has not yet been fully recognized and accepted. 

Self-sufficiency in cereals, at a satisfactory level of intake, should 
be one of the cardinal aims of food and agricultural policy. If agri- 
culture is to develop and the agriculturist to prosper, the latter must be 
assured of a satisfactory price for the cereals he produces. The State 
must, therefore, determine from time to time the minimum prices of 
rice and wheat which aie fair to the producer and maximum prices fair 
to the consumer, and ensure that prevailing prices fall within this range. 
Any repetition of the great slump of the thirties would be disastrous 
to India and will bring progress to a standstill. 

An increase in cereal production will not improve the diet of the 
people in respect of quality. Stress is, therefore, laid on the inareased 
production of supplementary foods. The question of production of 
pulses and their supply requires detailed study, and that of increasing 
yields by the introduction of improved varieties, etc., demands the close 
attention of agricultural research workers and departments. 

With the growth of industry in India the cultivation of soya-bean 
for industrial purposes may be called for. Soya-bean is a leguminous 
crop of value as fodder and in the rotation of crops and the part it could 
play for these purposes in Indian agriculture is worthy of investigation. 
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With regard, however, to its use as a substitute for the common Indian 
pulses agreement is expressed with the views of the Nutrition Advisory 
Committee that the nutritive value of soya-bean, in comparison with 
that of other common Indian pulses, is not such as to justify, from the 
standpoint of human nutrition, the immediate encouragement of its 
production and consumption on a wide scale in India. 

A large increase in the supply of vegetables and fruits is needed 
and is considered perfectly feasible. Attention is drawn to a group of 
non-cereal foods, potatoes, sweet potatoes, tapioca and plantains, which 
have the characteristic of giving a. higher calorie yield per unit area 
than cereals and pulses. These foods, how^ever, are deficient in protein 
and if they are taken as the main ingredient in the diet, protein intake 
is seriously reduced. The conclusion is that, provided supplies of 
protein from pulses and fish can be simultaneously increased, an increase 
in the production of potatoes and sw'eet potatoes and plantains has 
much to recommend it from the standpoint of food and agricultural 
policv% with particular reference to economy in the use of land. 

The intake of fats and oils is at present too low and an increase 
of the order of 200 to 250 per cent has been recommended on nutritional 
grounds. Increased production of oil-seeds and their pressing in India 
will result in a greater supply of oils for human consumption. 

The animal foods, milk, meat, fish and eggs, are prominent in the 
group of protective foods. Every effort must be made to increase the 
supplies of milk products. But looking at the matter realistically, there 
appears to be no immediate prospect of the production of milk being 
increased to such an extent that it can be a regular article of diet consum- 
ed in adequate quantities by the poorer classes in the greater part of India. 

Meat cannot be given a prominent place in the production 
programme. The same applies to eggs, an expensive article of diet 
beyond the means of the poor in most parts of the world. Poulti'y 
fanning, how-ever, should be vigorously developed in the neighbourhood 
of urban centres and the production of eggs as a subsidiary village 
occupation included in the programme of rural development. In many 
parts of the country fish should become the main protective food of 
animal origin in the diet of the masses. 

Improvement in diet and a rise in the standard of living are very 
nearly equivalent objectives. In order to increase agricultural produc- 
tion and improve the national diet, simultaneous industrial development 
to augment the total wealth of the country is essential. The growth of 
industry will itself help to solve some of the most thorny problems of 
village economy, such as excessive population pressure on land and rural 
unemployment. 

Improtcment of Food Production and Nutrition^ 

The construction by the Government of all classes of indgation 
works ^ such as canals, multi-purpose reservoirs, tube-wells and river- 
pumping plant, should be undertaken as rapidly as possible. An irri- 
gation scheme promotes the well-being and standard of living of the 
people, and there is therefore nothing intrinsically unsound in general 
^enues contributing to the loan charges of well-considered schemes. 
The state should encourage the development of private wells by tlie 
collection of full information as regards subsoil water supplies, the 
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appointment of a special stafiE charged with the duty of advising and 
assisting the villager in the sinking of wells, the grant of takkavi advances 
and the introduction of more efficient means of lifting ^vater, especiallv 
in tracts with a deep water-table. The construction of private tanks 
should also be encouraged. The legislative measures passed for the 
purpose of ensuring the proper maintenance of private irrigation works 
should be strictly enforced. 

The system of afforestation by contour trenching and the conser- 
vation of rain-water by contour bunding holds out the prospect of 
effecting great improvements in agricultural conditions in large areas 
in Bombay a^d other parts of India, where the rainfall is not only 
precarious but is liable to be precipitated in violent storms of short 
duration. 


Manuicei 

A gi'eat increase in the use of manures and fertilizers is one of the 
most urgent requirements of Indian agriculture. Efforts to find an 
alternative fuel to cattle-dung should be continued and intensified. 
The making of compost from night-soil and town refuse should be 
continued and expanded. Investigations into the best methods of 
making compost from village refuse, cane trash, Tvater hyacinth and 
other materials available in the countryside and the conseivation of 
cattle urine should be continued and intensified. The question of 
a'ushing in India of as large a proportion as possible of the oil-seeds 
grown in the country should be investigated. Further investigations 
into green manuring are necessary. An expansion in the use of artificial 
fertilizers is essential if the yield of crops is to be substantially increased. 
The use of these fertilizers is, however, a technical subject on which 
much fuller information is required. Further research and experiment 
are necessary in order that Agricultural Departments may be in a posi- 
tion to give full advice as regards the use of these fertilizers. The 
price factor is a most important element in the use of organic and 
inorganic manures. The State should take other measures with a view 
to ensuring that manures are available to the cultivator at as low a price 
as possible. 


Improved Varieties of Crops- 

Work on die breeding of better varieties must continue with a 
vieiv to effecting further improvement in the yield and quality and 
producing new resisting types. Most provinces have evolved a suitable 
system for the periodical renew^al of improved seed. It is necessary, 
however, that the seed of improved varieties should be within easy 
reach of the cultivator and it is essential that he should not have to 
travel long distances to obtain it. The spread of improved varieties 
would be greatly assisted by the existence of machinery by which the 
whole process of production and distribution, that is, the production 
of nucleus seed, its multiplication under carefully controlled conditions 
and its final distribution to the cultivator, became a w^eli-regulated 
procedure. 

The introduction of improved varieties must be accompanied by 
measures directed to improve the fertility of the soil if the best results 
are to be achieved. 
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Protection ag.ajnst Pests and Diseases^ 

The question of producing cheaper fungicides, insecticides, fumigants 
and appliances should be investigated. The control of pests of the 
staple crops such as rice, wheat, jowar, cotton and sugar-canes can only 
be achieved by organized efforts over wide areas. The staff available 
for such control measures is very limited. A special plant protection 
staff should be employed in every province. 

With the increased use of organic manures, compost and green 
manure, termites may multiply and prove a serious menace. It is 
recommended that the' termite problem should receive special attention. 

Fumigation of plants arriving in India from abroad is at present 
carried out by the customs authorities. This work should be entrusted 
to a special quarantine seiA’ice consisting of trained personnel. 

To ensure quick and simultaneous action against pests and diseases 
a certain amount of compulsion is necessary. Legislation should be 
introduced in all provinces for the purpose of enforcing the adoption 
of preventive and control measures. 

The biological control of pests is a matter which requires further 
investigation, and support is given to the proposal of the establishment 
of a biological research station. 

Attention is drawn to the loss caused through the deterioration of 
food-grains during storage. It is recommended that investigations now 
being conducted by the Storage Directorate of the Food Department of 
the Government of India and by the Imperial Council of Agricultural 
Research should be vigorously developed. 

Stress is placed upon the need for the eradication of deep-rooted 
weeds such as kans and hariali by means of tractor ploughing. Investi- 
gations into the eradication of the two noxious weeds, hyacinth and 
lantana, should be continued. 

Agricultural Implements and Mechanization- 

There is scope for further improvement in agricultural implements. 
Progress would be assisted by, first, the issue of an illustrated account 
of the implements and farm equipment in use in India, and, secondly, 

establishment of a central museum containing a collection of such 
implements. 

One of die urgent needs of agriculture in India is a reduction in 
the enormous number of bullocks employed in farming operations. 
The substitution of bullock by mechanical power appears to offer the 
greatest possibility of effecting this reduction. 

In addition to being employed for agi'icultural operations in the 
field, bullocks are also used for lifting water from wells, grinding corn 
and crushing oil-seeds and sugar-cane. Some progress has been made 
in the substitution of mechanical for bullock power in the latter 
operations. It is recommended that all possible measures be taken to 
encourage the use of mechanical power, particularly in areas where 
cheap electric power is (or will be) available for these operations. 

Several provincial and State Governments Lave placed orders for 
tractors for employment in areas infested with deeprooted weeds and 
for the breaking-up of new land, ^ These tractors should also be utilized 
for conducting thorough and businesslike investigations into the whole 
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question of the substitution of mechanical for bullock power in farming 
operations. 

Small tractors of low horse-power are now available. It is recom- 
mended that experiments be carried out with this type of tractor with 
a view to evolving a design or designs suitable to conditions in India 
generally and in particular to the different conditions prevailing in 
difiEerent parts of the country, 

IMalaria and Agriculture^ 

An agricultural community which is ^veakened in mind and body 
by malaria will never be a prosperous community. Malaria prevents 
large areas of fertile land from being brought under cultivation. A 
great deal of malaria is ‘ man-made produced by faulty irrigation works, 
faulty agricultural drainage, railway construction, etc. Much ‘man- 
made ’ malaria could be prevented by closer co-operation between 
engineers and malaria experts. The Public Health Departments of 
the provinces and the larger States should include a professional 
malaxiologist or a health officer trained in malaria control, a malaria 
engineer or a sanitary engineer with knowledge of anti-malaria work, 
an entomologist, a malaria agronomist, and trained field inspectors and 
laboratory assistants. 

Malaria control in rural areas is not an impossible proposition 
and further research may lead to the development of control metho^ 
cheaper and more effective than any yet evolved. Malaria control in 
general is essential to the satisfactory development of the country’s 
agricultural resources. There is little excuse for the usual attitude 
of defeatism with regard to the problem. A most vigorous attack on 
both urban and rural malaria should be launched. 

Animal Husbandry 

Livestock^ 

Importance is attached to the maintenance of livestock statistics 
and it is recommended that provinces and States should recognize their 
obligation to conduct quinquennial enumeration on a uniform basis. 

The number of stud and approved bulls is still far below require- 
ments. Increased use should be made of improved and registered 
animals bred in the villages in selected breeding tracts. ^ The develop- 
ment of artificial insemination may result in a decrease in the number 
of bulls required. 

An inquiry should be undertaken into the best age for castration 
of inferior animals and every effort made to increase the castration of 
sQ'ub bulls. ^ , 

An investigation should be made with a view to increasing the 
milk yields of buffaloes. 

It is essential that the best possible use be made of all grazing 
lands. Experiments should be undertaken, as soon as possible, in le- 
seeding, rotational grazing and manuring of grass lands. Minor forests 
should be developed for the provision of grazing and fuel. Green 
fodder crops are in serious short supply. Mixed farming holds out 
possibilities of increased production of human food as well as feed 
and fodder for cattle. The experiments now being conducted into 
mixed farming should be continued and extended. 
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The possibility o£ using the co’^v for work on the farm as well as 
Eor milk production is a matter worthy of investigation. 

Research into the prevention and cure of disease should be expand- 
ed. The Veterinary Services in the provinces are inadequate and should 
be greatly strengthened, 

Mim 

The average daily per capita consumption of milk in India has 
been varioush/ estimated as 5-8 to 10 oz. Average intake is reasonably 
high in Sind and the Punjab, hut in most parts of India is less than 
4 oz. daily, which means that a large section of the population consumes 
no milk at all. 

The average milk yield of the Indian cow is very low. That of 
the she-buffalo is somewhat higher. The yields of both can be greatly 
ina'eased by better feeding and management. Goat’s milk amounts at 
present to only a small percentage of the total milk supply, but there 
are possibilities of increasing the importance of the goat as a source of 
milk. 

Less than one- third of the total milk supply is sold and consumed 
in the form of fresh liquid milk. The milk producer usually prepares 
ghee from his milk and sells it, retaining the buttermilk or lassi for his 
own use. Producers in the neighbourhood of large urban areas can 
seii their milk in the fresh state, which is more profitable than the sale 
of ghee. 

The urban dairy industiy has developed during recent decades^ 
but in general the supply of milk and milk-products in towns and cities is 
insufficient to meet demand, and standards of purity and cleanliness are 
low. hluch needs to be done to improve the supply, distribution and 
quality of milk in urban centres. A well-organized urban milk industry 
will stimulate production in the neighbourhood of such centres and 
lead to the introduction of higher yielding breeds, and better feeding 
and management. 

Agricultural Rese.\rch and Organization- 

There is urgent need for further research into the numerous 
problems on the solution of which the prosperity of the Indian farmer 
largely depends. For example, further reseai'ch on the basic problems 
of soil fertility is imperative. Inareasing facilities for research and the 
multiplication of research institutes wdil demand closer co-ordination 
and collaboration between research institutes and research workers. 
The training of research workers is important. Facilities for post- 
graduate training of a worker before he is appointed to an agricultural 
research institute are at present inadequate. This matter is brought to 
the attention of the Imperial Council of Agricultural Research. Support 
is given to the recommendation of Sir John Russell that the Imperial 
Council of Agricultural Research should set aside a small fund to assist 
senior men of approved merit to go overseas for training in research. 
The important results of research in Indian agriculture should be 
compiled and published in a series of aitical monographs. More 
requires to be done on experimental farms in the direction of integrating 
proved results into suitable farm practices. A system of ‘ pilot ’ farms 
is recommended with the object of demonstrating the application of 
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the results of research and improved farming methods to the cultivator. 
If agricultural production is to be largely increased, the administrative 
and field establishments in the provinces must be very considerablv 
expanded. Agriculture must be recognized as one of the most important 
activities of the Government, and Agricultural Departments given a high 
priority in the allocation of funds. 

Tubers and other High-yielding Crops^ 

The extended cultivation of potatoes and sweet potatoes as supple- 
mentary foods should be one of the objectives of food policy. The 
sweet potato is, at present, consumed as a main article of diet in some 
areas in certain seasons of the year. Its use as a major ingredient in 
the diet as a substitute for cereals is inadvisable since it may seriously 
reduce protein intake. The aim, tlierefore, should be to increase its 
production simultaneously with that of other foods richer in protein 
guch as cereals, pulses and fish. 

Tapioca, the area under which has extended very considerably 
during the war in south-western India, has one serious disadvantage. 
It is a very poor source of protein. In normal times, therefore, the 
extension of tapioca growing should be encouraged only if it is 
possible to ensure that it does not become the chief ingredient in the 
diet and that other foods richer in protein are consumed in sufficient 
quantities. 

An increase in the production of plantains and bananas, for con- 
sumption as a supplementary food, particularly by children, should be 
included among the objectives of food policy. 

Vegetables and Fruits^ 

Vegetables help to balance and diversify monotonous cereal diets 
and fall into the category of protective foods. Many ofi the common 
Indian varieties of green leafy vegetables are excellent sources of ‘ pro- 
vitamin A '—a vitamin for which the need is considerable, since ill-health 
and diseases associated with pro-vitamin A deficiency are of frequent 
occurrence among the poorer classes. 

The present intake of vegetables of all kinds by the mass of the 
population is inadequate and should be greatly increased. 

The cultivation of vegetables in villages, apart from those in the 
neighbourhood of cities, is very much neglected. Education and 
propaganda are required to teach the villager the value of vegetables 
as food and to persuade him to grow them for his own use. The 
growing of vegetables in private gardens and allotments in urban areas 
should also be encouraged. 

The vegetable farms started by the Provincial Governments in 
co-operation with the military authorities and by the military authorities 
themselves have considerably increased production. It is necessary that 
this increase in production should be maintained. 

As in the case of vegetables, the growdng of fruit in villages, general- 
ly speaking, is neglected or underdeveloped. This is a matter which 
should be taken up by the Agricultural Departments concerned with 
rural development. The more fruit locally grown the better the diet of 
the people. 

With her wide range of climates and soil conditions India provides 
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opportunities fox the cultivation of nearly all the temperate, tropical,, 
and sub-tropical fruits. 

While good varieties of all types of fruit exist, reliable agencies 
for their multiplication and distribution have not been organized. 
The position in many respects is the same as regards vegetable seeds. 
It is desirable that the gro-^vers of fruits and vegetables should have a 
guarantee that the young trees and seeds they purchase are of good 
quality. It is suggested that probably the best solution of this difficult 
problem would be for Agricultural Departments to use every means 
in their power to encourage the establishment of ‘ recognized ’ nursery- 
men for the production of young fruit trees and vegetable seeds. 

Packing, transport and marketing are imporant factors connected 
with tiie development of fruit production. These matters require 
immediate attention. Stress is laid on the need for development of 
fruit preservation in its widest sense. A comprehensive and authorita- 
tive account of the fruits in India should be compiled and published, 
with the object of providing in a handy form information on the different 
fruits and the different aspects of the fruit industry. 

Fisheries 

In India, where the per capita intake of meat and milk is small, 
fish has special importance as a supplement to ill-balanced cereal diets ; 
it must be given a prominent position in the ' protective ’ gi'oup. The 
present supply of fish is totally inadequate ; the development of fisheries 
is one of the jnost promising means of improving the diet of the people. 
Short-term programmes for the development of fisheries cannot yield 
results of permanent value unless they are supplemented by extensive 
long-term research programmes. Basic biological and ecological re- 
search is needed so that resources can be fully estimated, the most 
valuable fishing groundsi discovered and charted, and plans for develop- 
ment based on accurate knowledge of piscine distribution, migration 
and life history. 

The whole problem of suitable fishing anft and tackle requires 
investigation. Extensive research is needed to improve inland fisheries. 
Communications, transport and marketing facilities must be studied 
and investigations made into the methods of preserving and processing 
fish. 

The fish-liver oil industry, initiated in Madras, should be placed 
on a firmer basis. 

The Government of India should undertake the responsibility of 
stimulating and co-ordinating the development of the fishing industry. 
The Indian Central Fish Committee and the Central Fishery Research 
Institute, proposed by the Fish Sub-Committee of Policy Committee 
No 5 on Agriculture, Forestry and Fisheries, can fulfil many of the same 
functions in regard to fisheries as the Imperial Council of Agricultural 
Research does in the field of agricultural development. 

The Fishery Departnaents of provinces' and States, where such 
departments exist, have, in a majority of cases, accomplished little 
because of inadequate staff and resources and lack of scientific data. 
If progress is to be made, it is essential that Provincial Governments 
should have, not only a strong directorate including well-trained experts 
and the necessary research units, but also an adequate and efficient 
subordinate ground staff. 

The lack of trained workers of all grades is the most serious 
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bottleneck to be circumvented. State scholars should be sent to the 
Torry Research Station, Aberdeen, to study the preservation and pro- 
cessing of fish and on their return employed in the provinces and States. 
It may also be necessary to employ a number of experts fi*om abroad. 

An increased supply during the next few years is vtxy desirable in 
view of the present difficult food situation and scarcity and high prices 
of protective foods generally. 

Various Measures for Improving Nutrition^ 

Nutrition research in all its branches should receive ample en- 
couragement and support. Specialized nutiition workers are needed in 
public health departments and to guide the activities of food depart- 
ments in their nutritional aspects. There should be a small technical 
all-India nutrition committee to which questions of nutrition policy 
can be referred. The existing Nutrition Advisory Committee of the 
Indian Research Fund Association is suitable in composition for this 
purpose. 

Methods of preventing deficiency^ diseases should be investigated 
and a vigorous attack on such diseases launched by public health 
authorities. Supervision of the diet of expectant and nursing mothers 
and infants is an important public health activity. This can be done 
tlirough maternity and child-welfare centres which can supply not only 
advice but also dietary supplements, e.g. milk and vitamin preparations, 
when these are needed. The improvement of the diet of pre-school 
children is also of special importance. 

Instruction in the subject of nutrition should be part of the normal 
training of administrative officers in general, officers in food departments, 
doctors, nurses, school teachers and inspectors of schools, social and 
economic workers in Agricultural and Animal Husbandry Departments, 
etc. The medical profession is in a particularly good position to 
impart knowledge of nutrition to the public, and medical studies should 
be oriented so that greater emphasis is laid on this subject. 

Visual and verbal propaganda must be reinforced by practical 
demonstration. Women are particularly suited for carrying on educa- 
tional work in the sphere of nutrition. All children should be taught 
simple facts about food and diet, as part of their education. 

The present policy of limiting the degree to which rice is milled 
is in general justified and should not be abandoned when the food 
situation is easier. Attention is drawn to the very considerable loss of 
nutrients wffiich occui^ when rice is washed before household use. The 
method of preparing rice for consumption known as ' conversion ' should 
be given a trial in India. 

The development of school-feeding is strongly advocated. Ideally 
the food or meal provided in schools should be such as to make up for 
quantitative and qualitative defects in the home diet, but almost any 
supplement which supplies additional calories is of value. 

Industrial workers must be properly fed if they are to be healthy 
and efficient. An adequate wage related to the cost of food is essential 
to this end. The development of well-run industrial canteens would 
benefit both employers and workers. Reference is made to the possi- 
bility of creating Government restaurants which \vould supply Aeap 
and well-balanced meals to urban workers of all kinds and play a part 
in the educational campaign for improved diet. 
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A well-developed food industry, concerned with food processing 
in general, Avould provide a steady market for various food products, 
facilitate the storage and distribution of perishable foods, enable full 
advantage to be taken of seasonal abundance, and help to fill gaps 
in the supply of various kinds of foods in areas and seasons in which 
there is a shortage. The growth of the food industry would have the 
general effect of introducing more efficient methods for the storage, 
transport and distribution of food. The greater production of shark- 
liver oil and vitamin A preparations from such oil is recommended, 
as also the manufacture of ‘ food yeast ’ and synthetic vitamins. 


Improvement of Agricultural Economy 


Size of Holdmgs : Subdivision and Fragmentatioii^ 

Under all the land systems in the country small holdings are the 
rule, and medium and large holdings are relatively few in number ; 
the number of small holdings is increasing. The immediate cause of 
the progressive diminution in the size of holdings is subdivision. 

^ Apai't from measures designed to bring more land under culti- 
vation and to increase industrial employment, no practical suggestion 
has been put forward for the prevention of subdivision without interfer- 
ing with the laws of inheritance. A change in the laws of inheritance 
is not recommended. One member (Sir Manilal Nanavati), however, 
takes the view that such a change is necessary, and that if public opinion 
cannot be reconciled to it, the right of partition should be limited by 
prescribing the minimum size of holding. The other members are 
not in favour of the latter proposal. 

The remedy for the evil of fragmentation is the consolidation of 
holdings on the lines undertaken with success in the Punjab and the 
Central Provinces. It is recommended that consolidation should be 
actively undertaken in other provinces. 

The areas in each province where fragmentation is a serious 
problem should be located by a special inquiry, and taken up first for 
consolidation operations. In order to facilitate such operations, stamp 
duties and registration charges should be remitted and fees for en- 
cumbrance certificates waived. 

Some limitation on the existing rights of unrestricted transfer is 
necessary and desirable in order to prevent increase in fragmentation. 
The possibility of introducing a system of pre-emption which would 
secure this result is suggested. 


Fhe Occupancy KighUholder and the Non-occupancy Tenant'^ 

The possibility of improving tenancy conditions through the spread 
of co-operation among farmers and the development of the principle of 
collective bargaining supplemented by arbitration deserves to be 


7aro-i recognized that occupancy right-holders, particularly 

l^ge landholders, have a duty to manage their lands to the best 
adi^ntage and improve their productivity. The organization of large 
landholders m agricultural associations with the aim, among others of 
improving the standard of cultivation is desirable. The methods bv 
wluch the formation of such associations might be promoted and their 
activities stimulated and assisted by local officials should be studied. 
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One member (Sir Manilal Nanavati) considers that the crop-sharing 
system should be abolished by legislation ; that the state should under- 
take the acquisition of land from large landholders for resale on 
reasonable terms to landless cultivators and small-holders ; or in the 
alternative, that tenancy legislation should be undertaken ^vith a to 
fixing cash rents for lands held on the crop-sharing system and conferring 
occupancy rights on the tenants. The Commission do not agree w’iin 
these proposals. 

The Permanently Settled Estate System'^ 

The programme of rural economic development which has to be 
undertaken in the immediate post-war period will encounter special 
difficulties in those areas where the permanently settled estate system 
prevails. 

Having regard to its financial and administrative implications, it 
appears unlikely that the replacement of the permanently settled estate 
system by the ryotwari system will be canied out wdthin a relatively 
short period. There is, therefore, need for ensuring tliat the system 
functions properly as long as it continues. 

Such a policy cannot be implemented and the defects of the system 
cannot be removed unless the Government assumes powders of supervision 
and control over the management of estates. The assumption of such 
powers is justified in the public interest. If a policy of reform of the 
permanently settled estate system is undertaken, it would require the 
enactment of legislation confeiring power on the Government to prescribe 
the standard of management which proprietors of estates should be 
required to maintain, and empowering administrative authorities to 
exercise such functions as may be necessary to secure it. The law would 
have to provide sanctions against non-fulfilment of the obligations thus 
laid on proprietors. The standard of management referred to should 
include in particular, first, an adequate system of records and accounis 
and the employment of personnel qualified to maintain them ; secondly, 
the adequate maintenance of irrigation sources ; thirdly, the listing 
of cases where the existing rent exceeds a prescribed legal maximum 
and the reduction of rents in such cases ; and fourthly, the annual 
allocation of funds (the amount of which would be fixed with reference 
to the resources of the estate) to he utilized for specific purposes (laid 
down by law) in furtherance of rural development. 

A policy of reform is likely to meet with special difl&culties in areas 
where subinfeudation prevails. In such cases, suitable methods "would 
have to be devised for giving effect to the principle of ‘ one estate, one 
proprietor 

W^here the subdivision and fragmentation of estates have already 
gone far, ‘ uneconomic estates ' would present a problem which may . 
have to be solved by either acquisition or compulsory amalgamation. 

One member (Sir Manilal Nanavati) is not in agreement "with 
these views, and, in a dissenting minute, recommends the early abolition 
of the permanently settled estate system. 

x^GRICULTURAL PRICES^ 

The maintenance of agricultural prices at a reasonable level is a 
factor of fundamental importance in agricultural economy. 

^ pp. 275-S4. 
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The United Nations Conference on Food and Agriculture accepted 
the principle involved in die above proposition and made a recommen- 
dation on the action required on an international plane for giving effect 
to it. 

A scheme for regulation of agricultural prices must be based on 
a full examination of all aspects of the complex problem, A sub- 
committee of the Policy Committee on Agriculture, Forestry and 
Fisheries is at present engaged on such an examination. Attention is, 
therefore, dhected to tlic lessons to be drawn from measures taken during 
the Avar to control the food situation in India. 

The first point stressed is the importance of the prices of food-crops, 
as compared with other agricultural prices, in the economy of the country. 
The second point emphasized is the importance of the prices of wheat 
and rice as compared with the prices of other cereals and non-cereal 
food crops. 

The hard core of the problem of stabilization of agricultural prices 
is the stabilization of rice and wheat prices, a policy with regard to which 
should be adopted irrespective of any action in respect of other 
commodities. 

Experience gained during the transition period will provide data 
for determining the upper and lower limits Avithin Avhich prices should 
be maintained in subsequent years, and Avill indicate the measures to 
be taken for maintaining prices Avithin those limits. 

One member (Sir Maniial Nanavati) considers that the full benefit 
of price stabilization cannot be realized unless it is accompanied by 
measures of land reform. The other members take the vieAv that the 
issues relating to stabilization of prices should be decided independently 
of the reform of the land system. 

Rural Credit^ 

It is necessaiv (a) that money-lenders should be licensed, {h) that 
the reciprocal obligations of the lender and the borrower should be 
regulated by laAV in such matters as the interest chargeable for different 
types of transaction, the maintenance of proper accounts, the periodical 
settlement of accounts, etc,, and (c) that adequate machinery should 
be established for administering the licensing system and reviewing the 
effect of re^ilation, with a view to continuous improvement of rural 
credit facilities. Legislation, on the lines in force in the Punjab, by 
all provinces is recommended. Efforts to link money-lenders and indi- 
genous bankers Avith the banking structure of the country have made 
little progress. The possibilities of removing the difficulties hitherto 
encountered should be further explored by the Resen^e Bank in consul- 
tation Av’ith Provincial Governments. 

As a result of the high prices of agricultural produce there has been 
a substantial reduction in agricultural indebtedness. This appears to 
be particularly ti'ue of cultivators Avith large holdings and a considerable 
proportion of those possessing medium holdings. It appears probable, 
however, that the indebtedness of small-holders may not have been 
reduced substantially in many parts of the country. 

It is no longer necessary, nor in the public interest, that the 
expedient of the com^pulsory scaling down of debts should be repeated. 
A lesson to be di'aAvn from debt relief legislation undertaken in the 

^ pp. 297-301. 
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past decade is tliat the conditions which made it inevitable should not 
be permitted to arise again : that is, a stable price level for agricultural 
produce should be ensured. 

Land mortgage banks should be developed in all provinces Tvdtli 
the object of providing long-term credit, not only for the redemption 
of old debts, but also for land improvement and the introduction of 
better methods of cultivation. 

The savings campaign undertaken during the war should be 
continued and intensified. 

Educative propaganda should be undertaken, and, tvhere necessary 
and feasible, legislation also, in order to check social customs %vhich 
compel individuals to incur expenditure beyond their means. 

Rural Employvient- 

Perhaps the most important of all rural economic problems is 
under-employment. Its solution is to be found in a combination of the 
following measures : (a) intensive farming, {h) cottage industry, 

(c) agro-industry, {d) village public works, (e) internal migration and 
(/) large-scale industry. 

Intensive farming involves the adoption of various measures for 
ino'easing yields such as irrigation, manuring, the use of improved seed 
and mixed fai'ming. 

The most important cottage industry is handloom weaving. Efforts 
made to extend and improve this industry should be continued and 
extended. There is scope for the development of many other cottage 
industries ; the efforts so far made have not, however, produced any 
Striking results. 

The organization of co-operative societies for the development of 
cottage industries presents more difficulties in the case of agriculturists 
than of ai'tisans. It appears probable that subsidiary employment for 
the agi'iculturist can be organized co-operatively only if such organiza- 
tion is regarded as a subsidiary function of a multi-purpose co-operative 
society, the main function of which would be to assist the cultivator in 
the production and marketing of agricultural produce. Until such 
multi-purpose societies are formed, every endeavour should be made to 
utilize the services of those local dealers who are willing to co-operate 
^vith the Government in the development of cottage industries. 

Attention is dra^vn to the success achieved in some areas by Rural 
Reconstruction Centres developed by missionary organizations and 
such bodies as the All-India Village Industries Association. The 
question of how such centres can most efficiently contribute to rural 
development needs more careful attention and study than it has yet 
received. 

By agro-industry is meant the type of industrial undertaking, not 
cottage industry, which is specially suitable for development in rural 
areas. Emphasis is laid on the benefits wdiich would accrue from the 
establishment in such ai'eas of factories for the processing of farm 
products and working in association with large holders of land and 
co-operative societies representative of small-holders. 

Village works of improvement can also make a contribution to the 
relief of undei employment by providing work in the season when agrL 


^ pp. 302-19. 
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cultural operations axe not in progress. The conditions necessary for 
the successful organization of village public works are, first, the establish- 
ment of a panchayat for each village or gi'oup of villages with powers 
to raise money by taxation ; secondly, a system of gi'antsrin-aid from 
public revenues towards the cost of village improvements ; and thirdly, 
the execution of such improvements by the panchayats subject to super- 
vision by the Government, District Board or local board officials. 

Attention is drawn to the problems involved in internal migration 
from overpopulated to underpopulated rural areas. During the post- 
w^ar period considerable areas of new land will be brought under culti- 
vation by the efforts of the state and Governments should direct their 
attention to preparing schemes for the colonization of these areas. 
Provinces and States in wffiich there are areas suitable for colonization 
should be ready to accept immigrants from the densely populated parts 
of the country. 

The pressure of population on land cannot be relieved entirely by 
intensive farming, cottage industry, village public works, and internal 
migration. Unless the numbers employed in industry are increased 
very considerably, efforts to raise the standard of living of the great 
mass of the population will labour under a severe handicap and 
may prove fruitless. Special attention is drawm to the development of 
hydro-electric power as an important factor in industrial development. 

Rural Development Organizations 
Multi-purpose Co-operation'^ 

The future development of agriculture in the case of small and 
medium farmers depends in considerable measure on the organization 
of these classses into multi-purpose village co-operative societies with 
unlimited liability, and the federation of such societies into multi-purpose 
^o-operative unions with limited liability. 

Each multi-purpose co-operative union should have an efficient 
manager. This is considered important, for progress in the early stages 
will depend largely on the manager’s initiative and his infiuence jwith 
the people. The manager should, preferably, be an agricultural graduate 
trained in the Co-operative Department. The post should carry an 
adequate salary and incumbents should be eligible for promotion to 
posts in the Co-operative Department. Importance is attached to 
constant guidance and supervision by officers of the Co-operative 
Department. 

The organization of multi-purpose co-operative societies and unions 
on a large scale is a tremendous task. It is recommended that a begin- 
ning should be made by carrying out a survey of economic and social 
conditions in selected areas in each province, and by preparing on tlie 
basis of such a survey a plan of the improvements to be carried out by 
the joint efforts of a multi-purpose co-operative organization and 
Government agency. 

Organization of Large Landholders and Farm-workers^ 

Large landholders (occupancy right-holders) should be encouraged 
to organize themselves into agricultural associations with the object of 
increasing the standard of cultivation of their members and promoting 
the interests of agricultural industry as a whole. 


^ pp. 320-2. 
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Farm workers should also be encouraged to organize themselves. 
A labourer enjoying a reasonable wage is likely to be a more eScient 
worker than one who is ilhpaid, and it may be expected thar an improve- 
ment in the living conditions of farm labourers would be accomnanied 
by an inaease in their efficiency and that this, in its turn, would" result 
in increased production. 

Rural Administration and Co-ordination'^ 

The following proposals for the purpose of securing co-ordination of 
policy and administration in the field of development are commended for 
the consideration of Provincial Governments ; 

(a) The establishment of a Development Committee of the 
Cabinet. 

(b) The establishment of a Development Board consisting of 
Secretaries to Government in the Development Departments, together 
xvith the Secretary of the Finance Department. 

(c) The co-ordination of all district development activities under 
a single administrative head, the District Officer. The creation of 
provincial bureaux of statistics is recommended. 

The establishment of panchayats is considered indispensable for the 
development of rural areas, and it is recommended that they may be 
established wherever they do not now exist. 

Panchayats should be encouraged to take an active part in the fram- 
ing of schemes of development relating to their areas and in carrying 
out such schemes. To this end, it is recommended that there should be 
established in every taluka or other comparable unit of administration a 
Rural Development Advisory Council, consisting of the Presidents of 
the panchayats and the senior officers of the Development Departments 
working in the area. 


' pp. 32^^- 
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REPORT OE THE HEALTH SURVEY AND DEVELOPMENT 
COMMITTEE, 1943 (BHORE COMMITTEE) 

This Committee, v;Iiich was appointed in October 1943, has issued 
its Report in four volumes. The following is a brief summary of its 
conclusions and recomrtienda-tions. 

The Plan proposed by the Committee falls into two pai'ts : 

(1) a comprehensive long-term programme and 

(2) a short-term programme. 

Orgaxization and Adzviinistration 

On the administrative side it is proposed to have 

(1) a Ministry of Health at the Centre ; with a Central Statutory 

Board o£ Health, 

(2) Ministries of Health in the provinces, and 

(3) local ai-ea health administrations. 

The closest possible co-operation between the Centre and the 
provinces will be essential. The Central Statutory Board of Health 
consisting of the Central and Provincial Ministers of Health is calculat- 
ed to minimize friction and promote mutual consultation. The Centre, 
with its larger resources in money and technical personnel, should help 
the provinces with grants-in-aid and technical assistance. 

There should be standing Councils of Experts at three levels, viz. 
at the Centre, in the provinces and in the local areas, representing the 
medical, dental and nursing professions. 

There should be Health Boards in the provinces with composition 
and functions similar to those of the Central Health Board. 

The Ministries of Health, central and provincial, should lay down 
and enforce minimum standards of health administration and undertake 
responsibility for all health services within their respective jurisdictions. 

The Central Government should take all necessary steps to prevent 
inter-provincial spread ol infections and also maintain proper standards 
regarding foodstuffs and drugs in interprovincial commerce. 

There should be a Director-General of Health Services at the Centre 
and a Director of Health Services in the provinces, as the principal 
technical adviser to the Ministry of Health. 

In the local areas, there should be a single health authority, viz. 
the District Health Board, instead of the present multiple authorities. 

All large municipalities, i.e. those with .a population of 200,000 
and over, should develop and maintain their owm independent health 
organizations. 

Every municipality should be required statutorily to contribute to 
the District Health Board not less than 30 per cent of its income from 
all sources except government grants. Similarly every District Board 
or panchayat should contribute not less than 121/2 per cent of its income 
from such sources. 
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The populations of individual districts vart^ considerably h'om over 
five millions to a few hundreds of thousands or even less in some cases 
and therefore, in presenting the plan, an arbitrary figure of three millions 
for a district has been chosen. 

The district health organization will have as its smallest unit of 
administration the primary unit, which will noimally serve an area 
tvith a population of about 10,000 to 20,000. From 15 to 25 of these 
primary units wall together constitute a secondary unit, and about 3 
to 5 secondary units will form the district health unit. At each of the 
headquarters of the district and of the secondary and primary units 
will be established a Health Centre as a focal point from which the 
different types of health activity xvill radiate into the territory covered 
by each type of unit. The District Health Centre will possess general 
and special hospitals with a total of about 2,500 beds and all the consul- 
tant and laboratory services required for the diagnosis and treatment of 
disease on up-to-date lines. Similarly the Secondary Health Centre will 
be provided with hospital accommodation of about 650 beds with 
equipment and other facilities on a generous scale. The Primary" Health 
Centre will have a 75-hed hospital. The District Health Centre will 
exercise supervision and control over the district as a whole ; the second- 
ary Health Centre, over its primary units, and the Primary Health Cenire 
over the area included in the primary unit. The hospital accommo- 
dation contemplated above will give die proportion of 5*67 beds per 
1,000 population as against the present proportion of 0-24 beds per 
1,000 population. 

Eventually the District will consist of 150 primary units each "^vith 
six doctors (half of whom will be female doctors), 26 nurses, 6 midwives 
and 18 others, such as social workers and sanitary inspectors. 

There will be 30 primary units attached to each secondary unit 
which will provide institutional facilities of a high order. 

There will be five secondary units attached to each District Health 
Centre. 

All this development is expected to take place within forty years. 

Short-term Programme 

The short-term proposals are intended to supplement and not 
supplant the existing health services. A province-wide organization for 
combined preventive and curative health-work is proposed. This will 
provide for each district, (i) a number of primaiw and secondary units, 
which are included in the district health unit and (2) special health 
services for mothers and children, school-children and industrial workers 
as Avell as for dealing with the more important diseases prevalent in 
India. 

There are also recommendations regarding impersonal health 
services relating to town and village planning, drainage and other 
matters regarding general sanitation. Specific proposals for the training 
of doctors, nurses and other categories of health personnel for medical 
research, etc, have also been made. 

The province-wide health organization wdll follow the outlines of 
the long-term plan but will be less elaborate. Each primary unit should 
cover, during the first ten years, a population of 40,000. The Prima^ 
Health Centre should have a dispensary with two beds for maternity 
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and two for emergency cases. The Secondary Health Centre should 
start with a 200-bed hospital to be raised, by the tenth year, to 500 beds. 
The establishment of the District Health Centre may be postponed till 
after this period. In order to expand the existing meagre hospital 
facilities in rural areas, a 30-bed hospital should be established at the 
start to seirve four primary units, their number to be doubled at the 
end of the first ten years, so that there will be one hospital to serve two 
primary units. 

The district health organization should, from the start, be establish- 
ed in every district in a province. This organization should begin with 
five primary units and one secondary unit, and these should be gradually 
increased to 25 primary and 2 secondary units at the end of the first 
ten years. The following tabular statement indicates the expansion 
suggested in a typical district ; 


Expansion of the Scheme in a Typical District 


j 

j I St year 

5th year 

1 0th year 

Number of primary units 

5 

1 1 

: 25 

Number of dispensaries ... 1 

1 

5 

! 10 

25 

Number of 30-bed hospitals ... j 

I 

1 

, 2 

^3 

Number of secondary units 

I 

I 

2 

Number of aoobed hospitals 

I 


I 

Number of 500-bed hospitals 

... 


1 


Professional Education 

In the first ten years the target should be 4,000 to 4,500 doctors train- 
ed annually, which is roughly double the present output. After 
^duation those who wish to enter public service should be assured of an 
income of Rs. 1,000 per year. An All-India Medical Institute should 
be established to provide a steady stream of teachers of the highest 
quality. The need for nurses is even greater than that for doctors. 
There are only about 7,000 registered nurses in the whole country at 
present, whereas the implementation of the short-term programme will 
require approximately 80,000 nurses. A stipend of Rs. 60 per month 
for pupil nurses is recommended. A part of this amount may eventually 
be recovered from them in easy instalments. 

Other Subjects 

The report deals with a variety of other subjects such as nutrition, 
physical education, health education, occupational health including 
industrial health, health services for the more important diseases, environ- 
mental hygiene including town and village planning, rural and urban 
housing and water-supply, and indigenous systems of medicine. Dealing 
with the problem of overpopulation, the Report advocates; (1) raising 
of the standard of living and (2) spread of the knowledge and judicious 
use of contraceptives. 
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REPORT OF THE AGRICULTUR-\L FINANCE 
SUB-COMMITTEE, 19441 

In accordance with the recommendation of the Policy Committee on 
Agriculture, Forestry and Fisheries, the Government of India appointed 
a Sub-committee in September 1944, with Professor D. R. Gadgil as 
Chairman, to report on the ways in which indebtedness could be reduced 
and finance, both long-term and short-term, provided under efficient 
control for agriculture and animal husbandry operations. The Com- 
mittee finally adopted the report on 7 July 1945. 

General Conclusions of the Committee 

The terms of debt are, as things stand, heavy for the average 
agriculturist. The debt is contracted partly for current production and 
consumption needs and partly for purposes that might be called 
‘ unproductive and very little borrowed money is spent on improvement 
of the productive resources of tlie agriculturist. Repayment of old debts 
has led to contraction of new ones to a very large extent, and debts, 
once contracted, tend to accumulate and increase. A historical review 
of the situation shows that while the depression of the thirties has 
intensified the general problem of debt, the relief given by the rise of 
agricultural prices during war years has been considerable and the 
present is an opportune time for dealing with it. At the same time 
reorganization of rural credit could succeed only if it was undertaken 
aS) part of a many-sided effort at reconstruction. 

In the reconstruction of agricultural finance the initial problem is 
that of the reduction of accumulated debt and the general problem 
that of the reorganization of the credit system. No beginning could be 
made with raising and working a new financial structure until the 
dragging effect of cdd debt had been eliminated. This could be done 
only by reducing the burden of debt and the charges on its account on 
the agriculturist producer to a level which allowed him to maintain 
his standard of living at a minimum level and to raise adequate finance 
for current and future production needs. The level of necessary 
adjustment could be defined in terms (i) of aimual repaying capacity 
over a period of years in the future; and (ii) of a proportion of 
the value of real assets of the producer on which the margin of future 
credit would depend. The adjusted debt would best be taken over by 
a lump payment to old creditors by Co-operative Land Mortgage Banks 
or new State Agencies. The process of adjustment visu^ized as a 
necessary preliminary to the raising and successful working of the new 
financial structure must cover the entire field of agricultural production 
and must be brought about compulsorily and within a w'ell-defined 
period of time. 

The new financial structure might logically be unitary but in actual 
practice it would have to be diversified. The present organization of agri- 
cultural finance is dominated by the uncontrolled activities of the private 

^ The summary has been reproduced from the Report. 
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money-lender. The situation could be changed by (i) providing 
competitive alternatives, (ii) by direct regulation. The task of offering 
credit on fair terms for all reasonable needs of all agriculturists who had 
a minimum degree of a-edit-worthiness immediately and in all regions 
could only be undertaken by a State Agency. Such Agency would best 
take the foirni of a state-established and -controlled public Agricultural 
Credit Corporation in each province working through local offices. Such 
a Corporation could usefully handle all types of agricultural finance. 
The cost of credit given by the Agricultural Credit Corporations could 
be subject to maximum limits wdiich should not exceed per cent 
for cuiTent and 4 per cent for development finance. Because of the 
lowness of these limits as compared to the cost of administration and 
the element of risk, the business of the Corporation would require 
subsidies from the Govermnent and also requhe the general adoption of 
the credit principle : .the greater die risk, the greater the supervision. 
In this supervision, the activities of the Corporation should be linked 
with those of the field staff of the technical departments of state. While 
the Agi'icultural Credit Corporations could begin to function usefully 
as lending organizations over large areas within a short period of time 
die full articulation of their services would require, particularly in 
backivard regions, the organization of borrowers’ groups. Some type 
of borrowers’ group should be evolved where no operative marketing or 
oredit society can be formed. The ultimate aim should, however, be 
to organize ail producers for both credit and marketing purposes into 
primary co-operative organizations whose activities are closely co- 
ordinated. The co-operative credit society, of the unlimited liability 
type appears to be the most suitable general form of primary credit 
organization. Limited liability might, ho'wever, be accepted where 
certain compensating circumstances are present. 

The main stream of institutional agricultural credit would flow 
through the quasi-official Corporations and co-operative banks linked 
wdth primary co-operative societies or borrowers’ groups. Another 
important source of insdtutional credit might be found in finance by 
joint-stock banks and other private corporations especially for the 
marketing of agi'icultural produce. This could, be stimulated by 
general adoption of marketing regulation and by construction of a system 
of w'arehouses at nuclear points of rural trade by the state as part of 
a programme of developing rural transport. The warehouses should 
be managed by a quasi-official public corporation and would provide 
the basis of w^arehouse certificates for purposes of finance on the 
adoption of legislation on lines suggested by the Reserve Bank of 
India. 

No alternative agency could expect to displace entirely the private 
money-lender, and his operations in both secured and unsecured credit 
should, therefore, be subject to strict control. This control could be 
expected to be successful only if provision was made for setting up an 
agency for its proper enforcement. 

Short and intermediate finance is based on continuity in profitable 
' production of the agriculturist, and long-term finance on possession 
by him of some assests which he could pledge. Therefore, especially in 
tracts^ w'here tenants form a considerable proportion of producers, 
security and continuity in production and alienability of some sort of 
land rights must be assumed before adequate finance could be made 
available to producers. 
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While a financial sti'uctnre built on tlaese lines could cater for the 
needs of all producers who can make both ends meet in norma: vears^ 
special action would be necessary' for other circumstances and times. 
Emergencies such as famine and floods must be provided tor inde- 
pendently. In addition to the gratuitous relief afforded at such times, 
adequate special purpose finance at concession rates must be given to 
aEected producers to ensure that such emergencies do not continue lo 
handicap the producer for a length of time after they have passed. For 
areas or classes who labour chronically under special disadvantages, long- 
term programmes of rehabilitation must be prepared as a part of the 
general programme of reconstruction and development. AH producers 
within rehabilitation progi'ammes will have to be financed on special 
conditions suited to the programme and will work under special control 
and supervision imposed by it. The finance of all producers within 
relief and rehabilitation programmes must be undertaken directly by 
the authority planning and directing the programme. 

The state will itself directly establish and operate the organizations 
for relief and rehabilitation. It w^ould establish semi-official public 
^corporations such as the Agricultural Credit Corporations and the \V’'are- 
housing Corporations. It would set up a special agencv’ for inspecting 
the operations of money-lenders. It would co-ordinate the activities 
of its field staff helping .the technical aspects of agricultural and animal 
husbandry with the supervisory staff of the financial organizations. The 
direct financial liability of the state would be in connexion with the 
cost of the programmes of relief and rehabilitation, the construction 
of warehouses, the provision of capital for the Agricultural Credit 
Corporations and any subsidies that might be required by the corpora- 
tions and the co-operative organizations for keeping the rates of interest 
within defined limits. 

Summary of Recommendations 

Chapter III. Definition of the Problem and of the Conditions 
Precedent to its Solution 

1, §15. Financial reconstruction cannot be successful unless all 
problems of .the agricultural economy are tackled as a whole ; the 
attempt to raise a sound system of finance should be only a part of a 
general programme of reconstruction, to place the agriculturist producers 
in a state of normal solvency. 

2, §16. The reconstruction effort should involve, among other 
things, the attainment of a balance in each region between agricultural 
and industrial employment, a general prevalence of economic holdings, 
a guarantee of continuity and security in production effort to the 
cultivator, a progressive increase in his technical competence and 
diminution of .the risks of failure of production by providing secure 
water-supply, technical assistance, etc., maintenance of agricultural 
prices at a profitable level and by working schemes of insurance, the 
establishment of subsidiary industries, improvement of trade and 
transport facilities, attainment of an adequate standard of living, the 
jspread of education, etc. 

Chapter IV. Adjustment^ Reduction and Compounding of Old Debts 

3, §1. The adjustment of old debts of agriculturist producers is a 
necessary preliminary to the reorganization of agricultural finance. 

4, §10. The debts of such agricultural producers as have no 
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hereditar)^ or transferable interest in land should be taken up for 
compulsory adjustment on applications of the borrowers* All the debts 
of all agricultural producers who have hereditary or transferable interest 
in land should be compulsorily adjusted without waiting for applications 
from borr owners. 

Arrears of rent should be treated as debt but not the current rent 
charges. 

Debts due to co-operative societies should be adjusted with the 
consent of the Registrar of Co-operative Societies of the province, who 
should determine the extent of remission which the society could give 
on such debts. 

5 , §11. The work of adjustment should be entrusted to judicial 
officers or to boards adequately manned by judicial officers. 

The proceedings of the boards should have the status of judicial 
proceedings and their decisions should be final. No party should be 
allowed to be represented by a legal practitioner as a matter of right. 
Each board or officer should be assisted by a staff of experts to assess 
the value of property, repaying capacity, etc. 

6, §12. The work of adjustment should be completed within a 
specified time, which should not exceed two years. 

For this purpose it should be made obligatory on all creditors to 
submit their claims to the board. The opening and closing dates for 
the submission of claims and documenta^ evidence should be prescribed 
by law. Any claim not submitted within the period should be deemed 
as discharged for all purposes and for all occasions, unless special reasons 
exist for the delay, in which case their revival should be allowed within 
a specified period only. 

The debtors should be made to submit statements of their assets 
and liabilities before a definite date. 

7 , §13. To determine the fair amount due from a debtor, the 
adjustment agency should scrutinize each account and go behind the 
entries as is provided in the Usurious Loans Act and the Deccan 
Agricultittists’ Relief Act. 

It should also apply the rule of damdupat which should be defined 
so as to mean that total payments cannot exceed twice the principal 
originally lent and that interest cannot be converted into capital. 

8, §13. The amount determined as fair should be reduced to the 
present value of the debtor’s normal repaying capacity over 20 years 
worked out at a rate of 4 per cent interest or to 50 per cent of the normal 
value of his immoveable assets, whichever is less, provided that : 

(i) A secured debt is not reduced to less than 50 per cent of the 
value of the property on which it rests ; and 

(ii) The proportion allow'ed of a secured debt in terms of the 
value of the property on which it rests is not smaller than the proportion 
allowed of the unsecured debts to the total of such debts. 

9 , §14. If a debtor has no hereditary or transferable rights in land 
and his debt fairly determined exceeds his total paying capacity by a 
given proportion to be prescribed in law, the board should adjudge him 
an insolvent to be dealt with compulsorily under a simple insolvency 
procedirre. 

If a debtor has hereditary or transferable rights in land and his 
debt exceeds his total repaying capacity or half the value of his immove- 
able assets (whichever is less), by a given proportion to be prescribed 
in law, the board should adjudge him an insolvent to be dealt with 
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compulsorily under a simple insolvency procedure, irrespective o£ the 
amount of debt or the value of assets involved. 

10, §14. A provision should be made in law for a summary 
administration of the debtor’s estate whereby all his property may be 
realized with all reasonable dispatch and distributed, w’herever practic- 
able, in a single dividend. 

11, §14. The provision of proper relief and of proper avenues of 
employment to such insolvents as part of agricultural, industrial 
or other reconstruction should claim the first attention of the 
Government. 

12, §14. The immoveable agricultural property belonging to in- 
solvents should be transferred to the development and rehabilitation 
administrations at a price determined by the board in its process of 
adjustment. These properties should be managed or disposed of with 
a view to the best utilization of the resources of the land .through either 
co-operative effort or the establishment of a solvent peasant class. 

13 , §15. In the case of all other debtors, the adjusted debt should 
be awarded to be paid to creditors (including the Government, Co- 
operative Societies, etc.), immediately in a lump sum, by borrowing 
from a land mortgage bank or a governmental agency set up for the 
purpose. This forms one of the integral parts of the scheme of debt 
adjustment. 

14 , §15. Co-operative Land Mortgage Banks, wherever they exist, 
should have the first claim to take up Ae adjusted debts. They should 
be free to judge each case according to their own standards. 

15 , §15. All cases other than those taken up by co-operative land 
mortgage banks should be taken over by the state agency. 

16 , §15. The agency taking over the debt will recover it from the 
debtor in instalments spread over a period not exceeding 20 yeai's. 

17 , §16. In areas where Land Alienation Acts are in force, it may 
be necessary to utilize a standard for scaling down debt other than that 
of 50 per cent of tire value of the land. 

18 , §17. The work of debt adjustment should be accompanied 
in every region by the provision of agencies of credit alternative to the 
private financier and a regulation of his operations. 

Chapter V. Mode and Extent of State Finance in Normal Times and 
Circumstances 

19 , §1. The process of debt adjustment must be accompanied by 
a complete reconstruction of the financial structure. 

20, §4. The main aim of this reconstruction in the immediate 
future should be to provide the solvent agriculturist producers in all 
areas with an agency alternative to the private money-lender from which 
they can be sure of obtaining finance for, all reasonable purposes on 
reasonable terms. 

21 , §10. The existing co-operative banking organizations cannot 
be utilized as the alternative agency of credit because they are not 
equally strong in all the provinces and also because they are essentially 
autonomous bodies ruled largely by their own members ; further 
problems might arise in linking the co-operative banking structure with 
non-members. 

22 , §12. This alternative agency of credit must be an autonomous 
public corporation established by the state and operating under general 
official supervision and direction, but whose day-to-day working and 
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normal business transactions are lai'gely conducted on an independent 
basis. 

23 , §§13 & 14, It would be better, ai least initially, for each pro- 
vince to have a separate corporation which should possess a centralized 
organization wuth a network of local agencies and sub-agencies. 

§14. Its capital will have to be provided ciriefly by the provincial 
Government— at least to the extent of 50 per cent. Other institutional 
elements of the general credit system may also be invited to subscribe 
to die shai'e capital. Shares should be placed only with selected credit 
institutions, chiefly joint-stock banks, co-operative banks and marketing 
organizations. 

Its affairs should be managed by executive officers and its policies 
should be hained by a boar-d consisting chiefly of nominees of the 
Government and representatives of other shareholders. Both the 
executives and the board should be appointed by the provincial 
Govermnent for a fixed term of years. Some of the Government 
nominees will be officials. In making the other nominations the 
Government should secure special representation of those engaged in 
agriculture and in working co-operative organizations. 

24 , ^15. It should provide all types of a'edit. 

25 , ^16. It will deal with any individual agricultural producer or 
gTOup of agiicultural producers applying to it for a loan for any purpose 
for -which it is authorized to lend. 

26 , §16. In dealing with both individuals and gi'OujDs, its methods 
will be similar to those of any institutional agency, e.g. co-operative 
banks, 

27 , §16. In providing finance, whether short-term or long-term, 
it must pay attention to both the real assets owned by the borrower 
and the nature of his personal business. For giving long-term mortgage 
credit, it tvill have to conduct a full inquiry into the individuaks assets 
and also his earning capacity. For intermediate credit, the specific 
charge on equipment or chattels might be reinforced by a collateral 
mortgage. The limits of short-term credit might be defined in terms 
both of value of real estate and of certain features of individual 
business. 

28 , §17. The corporation would be able to undertake efficiently - 
and expeditiously the -work of making available mortgage finance 
immediately on a countrjnv'ide scale. 

29 , §17.^ For intermediate finance, required specially in areas where 
mixed farming is common, or special weight attaches to animal 
husbandry, or agriculture is commercialized, some kind of borro-wers" 
organizations— co-operative or othenvise— may have to be created. 

30 , §iS. Short-term finance in areas where important commercial 
crops are concentrated might not be difficult if attempts at the stabiliza- 
tion of agricultural prices, "etc., lead to a considerable control by the 
state over marketing and prices so that loan recovery is guaranteed. 

In the absence of such conditions the corporation might provide 
intermediate and short-term finance directly to substantial cultivators. 

If it has already provided these with long-term mortgage finance, it may 
also advance the short-term finance on second mortgage of lands or on 
chattel mortgage or with some kind of crop charge. 

31 , §18. For meeting ,the short-term needs of the smaller culti- 
vatop, the latter should be induced to form themselves into co-operative 
credit, marketing or sale societies. 

Wffiere this is not possible, it is necessary to attempt some type of 
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simple organization oi borrowers’ groups to form a link berA'een the 
local agency of the corporation and the large number of agriculturist 
producers scattered over the countryside. 

32, § 19 . The main services of a borrotrers’ group might be to 
collect and transmit loan applications and the information required in 
respect of them. 

33, § 21 . The Agricultural Credit Corporation should be a centra- 
lized type of organization. The number of agencies and sub-agencies to 
be organized will depend on the volume of business available in each 
area. 

34, § 21 . Its staff and methods of business in local areas, in respect 
of mortgage finance, will closely resemble those of the provincial Land 
Mortgage Banks and in respect of intermediate and short-term finance 
those of the Bombay Provincial Co-operative Bank in the districts where 
it deals directly with individuals and primary societies. 

35, § 21 . Each province or State wdll have to prepare separately 
its scheme for the Corporation. For this purpose it will have to take 
account of the working of the legislation relating to adjustment of debts, 
the development of the co-operative movement, the operation of the 
private money-lender agencies, the needs of the specially backward 
areas, etc. The area and intensity of the development of the activities of 
the Corporation will also depend on the resources tliat the Government 
is able or willing to spare for the purpose. 

36, § 22 . For the bulk of its ordinary business, the Corporation 
will not require any considerable subsidization by the state to maintain 
the rates of interest recommended. 

In less developed areas where the cost of administration and 
collection of loans and the risks connected with them ai'e large, there 
is need of state subsidy which may be given by such means as giving 
free use of substantial funds or by dhrectiy subsidizing costs of admini- 
stration, supervision, etc. 

37, § 24 . Where the co-operative banking structure is not yet highly 
developed, the Corporations should take on themselves the financing of 
co-operatives. 

Where co-operative banking is developed, except in the direction 
of land mortgage banking, the Corporations could handle mortgage 
business and no special attempt need be made to develop co-operative 
land mortgage banking. 

Where co-operative banking is highly developed in both ordinary 
and land mortgage business, the Corporations Tvould constitute a third 
system. In both these cases, the tliree agencies should be effectively 
co-ordinated and care taken to prevent overlapping of ai'eas, duplication 
of effort, or redundancy of finance. 

38, § 25 . In a province in which the Government feels that the 
co-operative financial agencies are so strong and have such wide scope 
tliat they could undertake all the work which we have indicated to be 
in the sphere of the Agricultural Credit Corporation, there would be 
no objection if a separate Corporation is not set up provided that means 
are found for making finance through co-operatives available to all 
credit-worthy borrowers. 

39, § 26 . The Agricultural Credit Corporation should work in close 
co-ordinaxion with the technical and other agencies of the state. 

40, §27. The rates of interest have to be reasonably Iotv for current 
or intermediate finance and lower still for development finance ; broadly 



INDIAN ECONOMICS 


480 

614 per cent for cuiTent finance and 4 per cent for development are 
proper limits. 

Chapter VI. The Co-operative Movement 

41, §3. The spread of co-operation would provide the best and 
the most lasting solution for the problem of agricultural credit in 
particular and for most problems of rural economy in general, 

42, §4, In order to improve tJ^e system of co-operative finance 
given by the primary credit societies the frozen assets of co-operative 
societies should be liquefied by adjusting the claims of the societies to 
the repaying capacity of the members. 

43, §5. The primary credit society should continue to be the 
nuclear unit of the co-operative credit structure. 

The credit societies should, as a rule, adopt unlimited liability. If 
limited liability is proved to attract valuable elements to the movement 
in any region, it could be adopted provided that a substantial part of 
the funds required by the society can be raised through share capital ; 
the liability in such cases may be limited to the value of shares or to a 
certain multiple thereof. 

44, §6. The primaiy’ o^edit society should try to finance all the 
short-term needs of its members and also, subject to certain limitations, 
tlieir intermediate-term needs. 

45, §7. In a co-operative society the aredit-worthiness of a member 
should be assessed on the basis of his repaying capacity. 

46, §8. The security for advances should ordinarily be personal. 
But the. society should have a statutory charge on the crop as an addi- 
tional security for all its seasonal finance, the wilful breach of which 
xdiarge should be made a criminal offence. Mortgage security may be 
justified when the size and period of the loan require it ; but it should 
only be collateral. 

47, §9. The delay in clearing loan applications should be minimiz- 
ed. For this purpose : 

(i) borrowing limits for each member and for each society 
should be fixed each year ; 

(ii) societies with sound management should be allowed cash 
credit arrangements with their financing institutions ; 

(iii) societies of good standing might be permitted to keep some 
cash in hand for making small loans ; 

(iv) the system^ of ' continuity mortgage bonds * in Madras might 
be profitably looked into and adopted wherever conditions permit ; 

(v) the system of running credits to individuals may be adopted 

wherever practicable ; and ^ 

(vi) authority should be granted to specified office-bearers to 
sanction loans not in excess of specified amounts in emergency. 

§9' Loans should be advanced only as and when they are 
actually required. ^ 

49, §10. Regular repayment of loans should be insisted upon. 
Extensions may continue to be allowed in case of temporary difficulties. 
For wilful defaults there should be no hesitation in resorting to coercive 
measures. 

The system of giving the Co-operative Department powers for 
coercive processes, etc., may be extended to provinces where it does 
not exist. 
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50 , §ii. Every effort should be made to reduce the rates o£ 
interest on short- and intermediate-term finance charged to the uiiimate 
borrower as much as possible, so as not to exceed 6^ per cent in any 
case. 

In areas where a high rate is due to the small size of the unit and 
high costs of administration, the Governinent should subsidize the cost 
of administration so as to bring the lending rate within the recommend- 
ed limits. 

The co-operative banks should develop their banking methods on 
sound business lines, so that they could raise funds cheaply and pass 
on the benefit to the members of primary societies. 

An increasing use should be made by the provincial co-operative 
banks of the schemes formulated by the Reserv^e Bank to grant accommo- 
dation to them at a concession rate. The authorities of the Reseiv^e 
Bank should consider the desirability of increasing the reductions below 
bank rate on such accommodation to say or 2 per cent. 

51 , §12. The efficiency of co-operative finance should be improved 
by closely linking the operations of credit societies with those of sale 
societies. 

The scheme of ‘ controlled credit ' functioning in Madras is 
recommended for general adoption with such modifications as are 
necessary to suit local conditions. 

52 , §12. The efiBciency of co-operative finance should also be 
improved by ensuring the proper application of loans ; 

(i) by supplying as far as possible the requirements of members 
(in kind) through direct arrangement with purchasing unions and 
consumers' stores which would supply the goods to the members by 
debit to the societies' account. In the absence of such organizations, 
the society itself might supply the goods ; but it should work strictly 
on indent system and should not undertake any trading risks ; and 

(ii) by a constant and careful supervision of phe operations of 
societies and their members through an efficient supervisor}’’ staff whose 
cost of maintenance should be met by the state. 

53 , §13. In order to increase the marketing finance available to 
the producer, the co-operative organizations should try to develop 
processing activities. The finance for setting up the plant, etc, should 
be provided to them by the Agricultural Credit Corporation. 

54 , §14. Attempts should be made to create public opinion against 
extravagant ceremonial expenditure. For expenditure on a reasonable 
scale on such occasions, the possibility of making advance provision in 
terms of a specific savings programme should be explored by the co- 
operative societies. 

55, §15. The structure of financing animal husbandry need not 
be different in essentials from the structure for financing the other needs 
of the producer. 

56 , §15. The state should provide an efficient general system of 
veterinary assistance and also a system of cattle insurance. Without 
these the economic basis for the finance of animal husbandry will remain 
extremely precarious. 

57 , §16. The business of existing land mortg^e banks should 
be developed wherever possible. The state assistance ^ven to them 
at present should be continued and further liberalized wherever 
necessary. 

Long-term mortgage finance to the agriculturist should be made 
available at not more than 4 per cent interest and the Government 
1—31 
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should subsidize the land mortgage banks to enable them to do so. 
The land mortgage banks should attempt to give more finance for land 
improvement in consultation with the Agricultural Department. 

Chapter F/I. Private Financial Agencies and their Regulation 

58 , §4, In view of the vast extent of the country and the large 
varieties of conditions in it, attempts should be made to develop as 
varied a system of institutional credit as possible for financing agri- 
culture. oAll reasonable facilities which do not hamper the growth of 
the co-operative credit system should be afforded to the commercial 
banks to enable them to play an important part in the rural credit 
organization. 

59 , §5, In order that commercial banks may increase the volume 
and scope of their business in regard to agriculture 

(i) marketing should be regulated by law, 

(ii) licensed warehouses should be established and their receipts 
made negotiable. 

Warehouses should be constructed by the state (as an integral part 
of its transport development plan) at all nuclear points of trade in 
agricultural produce. The warehouse system should be operated by a 
public corporation organized on lines similar to that of a Port Trust 
or Improvement Trust. 

The draft Warehouse Bill circulated by the Reserve Bank of India 
is approved and it is recommended that Governments should enact 
legislation to establish licensed warehouses on the lines indicated in 
the Bill. 

60 , §7. Regulation of the money-lenders' activities is essential for 
building up a sound system of agricultural credit. 

61 , §§12-14, 16. The existing law regulating money-lending should 
be improved to make it more effective. For this purpose : 

(1) the Act in all provinces should provide for the following : 
(i) regulation of money-lenders, (ii) licensing of money-lenders, (iii) 
maintenance of accounts in a prescribed form, (iv) prohibition against 
showing in books of accounts or in any other document a sum larger 
than what has been actually lent, (v) furnishing of periodical statements 
of accounts to the debtors, (vi) furnishing of statement to the debtor in 
prescribed foim ^ving full particulars about each loan, as and when 
advanced, (yii) issue of receipts to the debtors for every payment 
received, (viii) limitation of the rate of interest, (ix) the enforcement 
of rule of damdupatj (x) prohibition against taking unlawful charges for 
expenses, etc., (xi) provision to entitle a debtor to deposit at any time 
in a court of law an amount in part or full payment of loan to be paid 
to his creditor, (:m) proMbition of contract for payment of loan outside 
the province, (xiii) institution of suits by debtors for taking accounts 
and for having amounts due from them determined, (xiv) protection 
of debtors from molestation and intimidation, (xv) infringement of the 
provisions of the law to be made a criminal offence punishable with 
fine and in appropriate cases with imprisonment. (This is necessary as 
money-lenders who evade the law cover themselves against risk of fine 
by such means as taking bonds for amounts in excess of amounts actually 
advanced.) 

(2) the definition of * money-lender ’ should be made more 
comprehensive so as to indude all loans bearing interest. Only loans 
advanced by institutions such as a Government, co-operative societies. 
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and by all scheduled banks and such non-scheduled banks as fulfil 
certain prescribed conditions, should be exempted. 

(3) the maximum legal rates of interest on loans should be 
fixed with great caution. No uniform rate should be stipulated but 
a schedule of rates sufficiently detailed to meet variations in conditions 
should be carefully worked out and included in each Act. 

62 , §17. A state inspecting and supervising agency similai' 10 the 
one functioning under the Small Loan Legislation in the U.S.A. should 
be set up in each province. It should carry out periodical and surprise 
inspection of the books of money-lenders. Every money-lender should 
be required to submit to the agency annual returns regarding his 
business. The agency should publish periodical reviews of the effects 
and working of Debt Acts. 

63 , §15. Regulation of money-lending should be accompanied by 
a regulation of agricultural marketing not only inside the markets but 
also outside them. All market agencies should be required to maintain 
proper accounts and give to the seller vouchers and statements in 
prescribed form. 

64 , §18. A regulation of mortgage is equally necessary to build up 
a sound system of agricultural credit. 

All usufructuary mortgages which do not provide for automatic 
redemption within 20 years should be prohibited by law. 

In simple mortgages, transfer of land (by way of sale) should be 
made void and the mortgagee should only be entitled to possession for 
use for a period not exceeding 20 years to recover the amount remaining 
to be paid ; and the mortgagor should have the option to convert at any 
time the simple mortgage into a self-liquidating usufructuary one. 

Specific classes of institutions, such as co-operative land mortgage 
banks and the Agricultural Credit Corporations, should be exempted 
from the regulations on mortgage lending. 

Chapter VIII, Land Tenure and Credit 

65 , §5, Adequate protection to the actual cultivator is a condition 

precedent to sound agricultural finance. 

This protection essentially consists in guaranteeing a measure of 
continuity in productive effort, security against arbitrary enhancements 
of charges, and incentive towards improvement of land resources. 

Such protection must be linked to cultivating status and must 
accrue to all actual cultivators. 

Alienation of the privileges linked to cultivating status should be 
restricted only to the actual cultivator in succession. 

Chapter IX, Relief and Rehabilitation and Development 

66, §1. Famine finance, which consists chiefly of grants and special 
purposes loans at concession rates, cannot be administered by the system 
of normal finance. The state agency administering famine relief will 
also have to distribute this famine finance as a supplement to the ordinary 
activities of the normal credit system. 

67 , §2. In tracts where distressed conditions almost form part of 
the cycle of production the economy of the region as a whole would 
have to be reconstructed by a long-term programme in addition to the 
work of relief at the actual time of distress. 

During the working of this programme of rehabilitation, most 
normal operations,- including that of finance, would be adjusted to 
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meet the needs oi tlie programme and their control would best be 
centralked in the main authority working it. i 

68 , § 3 . In areas of solvent economy where particular communities 
suffer from a depressed condition, only a complete plan of rehabilitation 
worked by a state agenq’ and whose implementation is supervised by 
tliat agency will solve the permanent problem of such communities. 

69, § 4 . The development of state policy in India should follow 
the same lines as in tlie U.S.A., since the main needs of this country 
are similar to those looked alter by tlie Faimi Security Administration. 

70, § 5 . The state agency should plan both the relief and the 
rehabilitation programme. The primary responsibility for administer- 
ing these programmes or supervising their working will rest directly 
on the state agency, which might or might not utilize for any purpose 
the normal financial agencies operating in the areas. 

71, § 5 . In order to co-ordinate the work of .the agencies imple- 
menting the rehabilitation programme and the development programme, 
the setting up in each province of two administrative sections, parallel 
to the Farm Credit Administration and the Farm Security Administration 
in the U.S.-A., is suggested. 

One section should be concerned with normal credit activity and 
look after the -working of the Agricultural Credit Corporation and the 
co-operative movement; it should be responsible for supervising the 
working of debt adjustment machinery; and ii should be entrusted 
with the inspection of money-lenders. It could usefully undertake the 
supervision of market regulations, and administration of the corporation 
looking after warehouses. 

The other section w’ould chiefly be concerned with relief and re- 
habilitation and provide the finance needed for such purposes as admini- 
stration of state loans and grants. 

72, § 5 . The department concerned in the above proposals should 
annually issue full repents on the working of acts and institutions set 
up to carry out these proposals. 

The Reserve Bank of India should set up a Standing Committee 
in the Agricultural Credit Department which could act as a general 
clearing-house of information, thus providing for a continuous review of 
the situation and ensuring intelligent adjustments being made following 
the experience of actual working. 

The Government of India should aiTange for large-scale periodic 
stocktakings over the whole country. 
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REPORT OF THE CO-OPER.\TIVE PLANNING 
COMMITTEE.. 3945 {SARAIYA COMMITTEE) 

The Co-operative Planning Committee wab set up by the Govertnnent 
of India in January, 1945, and its report was released for publication on 
3 December 1946. The Committee consisted of twelve members with 
Mr R. G. Saraiya, Chairman of the Bombay Provincial Co-operative 
Bank, as Chairman. The Committee makes the following observ^ations 
regarding the important role of co-operation in the organization and 
progress of national economy : 

‘ A co-operative society has an important role to play as tire most 
suitable medium for the democratization of economic planning. A 
feature of the co-operative system which renders it particularly attractive 
is its extreme adaptability. The institutions organized can be so 
adjusted in their methods and practices as to suit the diverse require- 
ments of the various elements comprising the social structure. The 
method of federation adopted in the movement imparts the strength 
which individual institutions standing alone obviously lack. By this 
means .the movement secures that degree of concentration which is needed 
for effective functioning in the modern community and for this reason 
it appears to be the only machinery that reconciles the conception of 
large-scale economic planning to individual enterprise and initiative.' 

‘ Even though the voluntary principle governing admission to the 
membership of a co-operative society should be respected and no one 
should be compelled to join a society, the Committee is of the opinion 
that in certain kinds of co-operative activities compulsion is necessary. 
Otherwise, what is generally admitted as an object essential for economic 
progress will not be attained. In such cases a resolution passed by ^e 
members of a co-operative society who foion two-thirds of the community 
affected should be made binding by law on non-members also. 

‘ The implementation of the schemes proposed by the Committee 
will cost the state a sum of Rs. 50 crores which cannot be considered 
excessive in the perspective of the country as a whole. ^ As co-operation 
enters into almost every department of economic activity, ^y 
expenditure by the state on it should be considered as a contribution 
to the expansion of national economy as a whole.' 

Some of the main recommendations of the report are ; 

1. Co-operative planning should receive direction and guidance 
from the state. The state should educate public opinion as to the most 
suitable lines of co-operative development. 

2. The machinery of consultation and administration should be 
designed so as to permit constant interchange of views and opinions 
between the non-offiicial co-operators and the officials. 

3. Any plan of post-war development should take into account 
the problem of the resettlement of ex-service personnel and also of the 
utilization of their training and experience in the army. 

4. Systematic surveys should be made by provincial Governments 
to find out how much of the existing culturable waste land is capable 
of making a contribution to agricultural production. 
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5. Works of irrigation should continue to remain the primary 
responsibility of the state as it alone has sufficient resources to undertake 
-such works. 

6. Primary co-operative societies should be extended so as to 
cover the whole aspect of the life of the cultivator. A primary credit 
society should be reformed and reorganized so as to serve as a centre 
for the general economic development of its members, 

7. An attempt should be made to bring 50 per cent of the 
villages and 30 per cent of the rural population within the ambit of 
the recognized primary societies within a period of 10 years, in two 
5-year periods. 

8. Among the forms of large-scale cultivation, co-operative farm- 
ing, which does not interfere with the proprietary rights of cultivators, 
has a fair prospect of success and should be introduced in every 
province, 

g. The production of fruits and vegetables should be increased 
on a large scale. 

10. Forest preservation, protection and management should be 
the special responsibility of the state. 

11. The Veterinary Department should extend its surveys so 
as to reach as near as possible to every cattle-owner. 

12. Co-operative societies of milk producers should be formed in 
the villages situated within a radius of about 30 miles from towns with 
a population of 30,000 or more. 

13. In order to make an effective contribution to the organi- 
zation of milk supply to towns, about 300 milk units will have to be 
started within a period of five years. The state should bear their capital 
costs to the full extent and recurring costs to the extent of 50 per cent. 

14. Eyery province should have a model poultry farm at con- 
venient centres, the cost of which should be borne entirely by the 
provincial Govemment- 

15. An attempt should be made to market within 10 years 25 per 
cent of the total annual marketable surplus of agricultural produce 
through co-operative organizations. 

16. Axi all-India marketing association should be set up to co- 
ordinate the activities of the provincial marketing societies, to establish 
contact with marketing organizations abroad, and to act as a clearing- 
house of information on sdl aspects of agricultural marketing. 

17. An expansion of the co-operative movement will provide 
the best solution of the problem of rural credit in the country. 

18. Regional Promotional Agencies to foster the gi'owth of 
small-scale and cottage industries and ail subsidiary occupations should 
be set up in each province and State. 

19. Urban banks should be organized in all towns. 

20. The Co-operative Department in each province should 
employ at least one woman special officer to encourage women to join the 
co-operative movement and to organize and supervise women’s societies. 

21. The Government of India should establish an all-India 
Co-operative Institute of Advanced Studies and Research which will 
serve two purposes, viz. provide facilities for advanced studies and 
organize research. 

In. conclusion, the report observes : ' The inadequate and uneven 
progress made by the co-operative movement in India is largely due 
among other things, to the lack of general education among those whom 
it seeks to serve. If the co-operative movement is to develop on a sound 
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basis and to expand in diverse directions, it is necessary not only to 
spread general education but also to make members of societies 
conversant with the principles and practice of co-operation/ 

The main criticism to which the Committee's recommendatiom h^ 
been subjected is that the element of compulsion as well as the intensifi- 
cation of Government control and supervision which they involve offends 
against the root principle of co-operation which stands for democracy 
and autonomy. It is argued on behalf of the Committee that the great 
development of co-operative activity envisaged, which is a necessary 
antidote against the feeling of disappointment at the poor results achiev- 
ed by the movement so far, necessitates, as a temporary phase, an element 
of compulsion and positive and vigorous Government guidance and 
control. 
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